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ComMMITTEE ON Foreign AFFAIRS, 
House or REPRESENTATIVES, 
Washington, D. C., December 24, 1956. 

There is submitted herewith for the consideration of the Committee 
on Foreign Affairs a draft report, together with the hearings con- 
ducted by the committee pursuant to its resolution of June 21, 1956. 

This resolution provided that the Committee on Foreign Affairs 
conduct an examination and reappraisal, under the direction of the 
chairman, of the objectives, methods, and results of the foreign poli- 
cies and programs of the United States involved in the Mutual Secu- 
rity Act and related legislation. 

Subsequently, on November 28, the chairman was directed by the 
committee to prepare and submit a report to the committee which 
would include the testimony received during hearings held in October 
and November 1956, pursuant to the resolution, together with results 
of the work done by the committee staff under my direction. 

There is no intention here to intrude on the Executive’s traditional 
role in the field of foreign policy; rather it is an effort to point the way 
to a more realistic implementation of foreign policy in our foreign- 
aid programs abroad. 

It has been the clearly defined policy of our Government to extend 
both military and economic aid where needed, and where it can be 
effectively used, to help countries of the free world withstand the 
onslaught of communism. A primary aim of the study conducted by 
the committee was to determine whether developments in the world 
situation had altered the validity of this policy or made necessary 
significant changes in the means of its implementation. 

It has been the responsibility of the Congress to provide the funds 
to enable the Executive to implement this policy, and to evaluate their 
success. Through voluminous annual hearings and on-the-spot inves- 
tigations, the Foreign Affairs Committee has had continuous oppor- 
tunities to observe the weaknesses and strengths of the programs, 
as well as their administration. The committee has a duty as well as 
responsibility to suggest improvements where needed. 

It should be emphasized that this draft report has been prepared 
by the chairman and the committee staff and is submitted for the 
consideration of the committee. It does not necessarily reflect the 
views of the committee membership. It is filed pursuant to com- 
mittee direction in the hope that it will prove useful in its further 
consideration of legislation relating to the mutual security programs 
and to the executive branch in for mulating these programs. 

The committee is indebted to the w itnesses who gave the committee 
the benefit of their experience and thinking on the issues it was 
exploring. 

The chairman also wishes to pay his personal tribute for their 
devoted and untiring labors in the preparation of this report to the 
members of the committee staff, Boyd Crawford, the staff administra- 
tor, and the committee staff consultants, Roy J. Bullock, Albert C. F. 
Westphal, Sheldon Z. Kaplan, and Dumond Peck Hill. 


James P. Ricuarps, Chairman. 
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INTRODUCTION 


On June 21, 1956, the Committee on Foreign Affairs adopted the 
following resolution : 


Resolved, That the Committee on Foreign Affairs of the 
House of Representatives shall examine and reappraise, 
under the direction of the chairman, the objectives, methods, 
and results of the foreign policies and programs of the United 
States involved in the Mutual Security Act and related legis- 
lation and shall prepare its findings and recommendations 
not later than February 1, 1957. 


Prior to the adoption of this resolution the committee had com- 
pleted 24 days of hearings resulting in 1,036 pages of testimony on 
the Mutual Security Act. It had held numerous hearings on other 
legislative matters as well as frequent consultative meetings with 
omoials of the Department of State and other executive departments. 

The committee’s desire for an examination and reappraisal, there- 
fore, did not reflect primarily a search for more information about 
what was being done in the implementation of our foreign policy or 
the efficiency with which these operations were being carried on. Such 
examination and reappraisal have been conducted by the committee 
on a continuous basis since the beginning of the foreign-aid program. 
Instead, the committee’s action reflected a concern that significant 
developments had occurred during the last 2 or 3 years in the field of 
international relations and that our policies and programs had not 
been fully adapted to the new situation. 

The method followed in conducting this survey has been to concen- 
trate attention on a limited number of aspects of our foreign policy 
where either there appear to have been important new developments 
or where the policies which the United States has been following do 
not appear to have produced satisfactory results. With this object 
in view, four key issues expressed in the terms in which they are 
present in the public mind have been selected to provide the frame- 
work for this investigation. These were recognized to be in some 
respects surface manifestations of broader and more fundamental 
problems which, in turn, have been explored. The final object has been 
to formulate recommendations as to the sort of action the United 
States should be prepared to take, not only to deal effectively with 
these current issues, but also to permit us to implement a foreign 
policy capable of meeting the problems of the future. 

The four current issues on which this study has been focused are 
the following: 

1. What is the significance of the changes which have occurred in 
the U. S. S. R. during recent years, particularly since the death of 
Stalin? Is the Soviet Union growing stronger or weaker? Is its 
government more or less democratic? Is its behavior more or less 
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menacing? Do changes in Soviet policy require a readjustment of 
United States foreign policy ? 

2. What is the significance of the new weapons and the new military 
strategy to our foreign policy? Are foreign bases and foreign allies 
still important to our ‘defense? Does our superiority in nuclear weap- 
ons give us adequate protection against involvement in local military 
conflict? Can we safely renounce the use of force? 

3. What can we do to establish more satisfactory relations with the 
people of the underdeveloped areas. Can we get the new governments 


to join with us in resistance to the U.S. S. ‘R.? Should we take a 
stronger stand in favor of independence for the colonial peoples ? 

4. What is the significance of the deterioration of our relations with 
our allies, particularly in NATO? What can be done to hold our 
alliances together in the face of disruptive forces not directly related 
to the Soviet danger? Should the United States try to tighten and 
broaden its relationships with its allies so that the alliance will present 


a united front on all major issues ? 
In connection with its examination of these current issues studies 


were made of the following related subjects: 
1. Soviet bloc economic penetration. 


2. Relation of development assistance to United States foreign 


policy. 
3. Private enterprise and United States foreign policy. 


4. The significance of neutralism. 
5. Colonialism and United States foreign policy. 
6. The problem of influencing other nations. 








ANALYSIS AND FINDINGS 


SIGNIFICANCE OF RECENT DEVELOPMENTS IN THE 
SOVIET UNION 


At the time this is written the Hungarian revolt and the disturb- 
ances in other European satellite countries are so recent that their 
impact on the governmental structure, the condition of life of the 
people, or the basic policies of the rulers of the Soviet Union has not 
yet become manifest. Undoubtedly important changes in the policy 
of the Soviet Government toward the satellites will occur as a conse- 
quence of these events. Whether the trends which have emerged 
within the U. S. S. R. and the policies which have been inaugurated 
in the general area of foreign relations since the death of Stalin are 
being substantially modified, it is too early to tell. Evidence presented 
to the committee during the course of its survey suggests that the in- 


ternal consequences in the U. S. S. R. itself may not have been as far- 
reaching as anticipated. 


Prior to the recent outbreaks in the satellites the U.S. S. R. was 
not seething with unrest 

The attitude of the people of the Soviet Union during the period 
between Stalin’s death and the outbreaks in the European satellites, 
has seemed to be one of relative contentment and optimism. The new 
government has apparently enjoyed what might almost be called 
popularity. Any idea that the years since 1953 have been character- 
ized by widespread popular discontent or by the repression of strong 
underlying movements for the overthrow of dictatorial rule appears 
to be erroneous. 

The secret police terror has been very greatly reduced as compared 
to the level of such activity during most of the history of the Soviet 
Union. This has been accompanied by a marked reduction in the size, 
importance, and autonomy of the secret police Soperernt Substantial 
numbers have been released from the forced-labor camps and promi- 
nent persons who had been the victims of purges in the past have come 
back to public life. ; 

During the past summer a new pension plan has been put into effect 
which substantially improves the value of the retirement system for 
the urban population. In addition, there has been a shortening of the 
Saturday workday by 2 hours, although a 6-day workweek continues. 
Both these measures have been popular. Consumer goods, although by 
no means abundant by European standards, are somewhat more 
available. 

It has been possible during recent months for Soviet citizens to talk 
rather freely to foreign visitors and to express their opinions and 
sentiments quite openly to one another. The most extreme restrictions 
on scientific research and writing and upon the arts which were char- 
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acteristic of the Stalin era have been removed. Contact with the out- 
side world has been greatly increased. Fees for upper secondary and 
college education have been completely eliminated. 

All of these factors have created the impression among the Russian 
people that life is getting better and that there is some basis for opti- 
mism as to the future. 


Up to the time of the Hungarian outbreak the present rulers 
apparently were in firm control of Russia itself 


The evidence presented to the committee indicates that there ap- 
parently is no basis for believing that the improvement in the lot 
of the common people and the Telaxation of restrictions on them 
have been wrung from the present Soviet rulers by popular pressure. 
All of the benefits which have been conferred were granted from above 
by a government confident in its strength. The new liberalization 
does not constitute an evidence of weakness. The object has been to 
improve the efficiency and the productivity of operations within the 
Soviet structure. The broadening of the Government itself, giving 
participation to a group at the top rather than concentrating aut hority 
in. a single individual as well as extending authority and responsibility 
to lower levels, apparently has had as its primary motive the elimi- 
nation of the bottlenecks of one-man rule. The present Soviet rulers 

came to realize during the Stalin regime that production was seriously 
impaired when executives were unwilling to assume rseponsibility 
and when a considerable number of decisions had to be referred to the 
top level of Government. The present theory is that the Government 
is sufficiently well established and conditions among the people are 
good enough so that it is possible to spread authority and responsi- 
bility as well as to give somewhat greater incentive for effort. ‘There 
is always the possibility that trouble in the satellite countries may 
create tensions among the Soviet leaders and result in major seismic 
cleavages among the Soviet hierare hy. 

There has in fact been no significs ant relaxation of political control. 
The Communist Party remains the absolute, undisputed possessor of 
political power and administrative initiative. There is no more de- 
mocracy or popular participation than before in the making of funda- 
mental decisions. 


The Soviet Union apparently is capable of carrying on simulta- 
neously its current level of military expenditure and render- 
ing as much assistance to underdeveloped countries as will 
serve its interests 


There is no question but that the Soviet Union is poor by American 
standards, or even by the standards of Western Europe. Evidence 
submitted to the committee (hearings, p. 95) showed that in 1952 the 
Soviet Union probably produced little more than 90-95 million tons 
of grain, compared with about 80 million tons in 1913. Meanwhile, 
the population increased through acquisition of territory as well as 
the rising birth rate from 140 ‘to 185-190 millions, or by one-third. 
Although there were considerable gains in some lines, for example, 
cotton, other branches, especially livestock, scarcely progressed at all. 
At the time of Stalin’s death the Russian diet w as, in important ways, 
inferior to that in 1928, and that was poor enough by almost any 
standard. 
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Under Stalin, living standards lagged along with agriculture. In 
1928 the average city dweller occupied an average of 7.1 square yards 
of floorspace. In 1952, this had fallen to 4.7-5.3 square yards, . After 
taxes and bond deductions, the average industrial worker in 1952 
could buy 10 percent less goods than in 1928. This is in terms of a 
1937 “market basket.” In terms of a 1928 “market basket,” containing 
more meat and other goods that later became scarce, the cut in “real’ 
wages from 1928 to 1952 was 37 percent. Because of the increase in 
the number of female workers and therefore in the number of bread- 
winners per family, the city dwellers fared better than the figures on 
“real” wages might indicate. Under the 5-year plans, the farmer 
prospered no more than the city worker and perhaps less. 

Stalin’s successors have made a considerable effort to better these 
conditions and there have undoubtedly been some improvements in the 
standard of living. Nevertheless, the ratio of investment in heavy 
industry compared to consumer goods remains approximately 10 to 1. 

Russian industry is growing at a notably rapid rate. Students of 
the Soviet economy appear to regard the following summary, as 
submitted to the committee by Prof. Abram Bergson, of Harvard 
University, as accurate: 

Last year the Russians completed their fifth 5-year plan. 
The extent of their industrial progress in recent years can be 
appraised from the gains in production in different industries 
that the Soviet Government has reported under this plan. 
From 1950 to 1955, the Russians increased their coal produc- 
tion from 261 to 391 million meiric tons, or by 50 percent. 
The production of petroleum grew from 38 to 71 million tons, 
or by 87 percent. ‘The Russians produced 27 million tons of 
steel in 1950. By 1955, they had expanded output by 18 
million tons, or 66 percent of the initial figure. The pro- 
duction of electric power grew from 91 billion to 170 billion 
kilowatt-hours, or by 87 percent. 

Industrial production as a whole reportedly has grown at 
these yearly rates: 


Percent 
RN eee rs aero a cds a ck eae b cavgs hide nichicia che nscate ae 16 
Bh 8 ic ratess Sieiedk tas Wide targa aed ch dks enter cit hac toblecetaar lic 12 
Bein eth it A. ATL eek ee ee cee he see te ak gh 12 
IIS iets ect ar etic diac oat eigcaibicbs cada etcdaat & hing to dagen eae 1é 
RIO he a i chek ghana yaieate Samana tn oan 2 
* * * BS i‘ 


During the first half of this century industrial production 
in the United States grew at an average rate of 4.1 percent 
ayear. From 1950 to 1955, American industry grew by about 
4.7 percent ayear. At these rates Soviet industry is growing 
2 to 3 times as fast as American industry (hearings, pp. 92- 
93). 

It should be emphasized that although the rate of growth of Soviet 
industry is more rapid than that of the United States, the absolute 
amounts of increase in production of various industries, such as steel, 
are substantially below the annual increases of production in thé 
United States. It must be recognized that there are a number of 
factors which will tend to slow down the rate of Soviet development. 
For one thing, an increasing proportion of the production ‘of Soviet 
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industry will have to be utilized to replace wornout and obsolete 
capital equipment. In addition, it is increasingly difficult for Soviet 
industry to recruit new labor because of the increasing strain on urban 
housing facilities. 

Nevertheless, the fact remains that the Soviet industrial system ap- 

ears to be functioning with increasing effectiveness. There is no 
indication of undue economic strain or any suggestion of imminent 
collapse. The key to the ability of the Soviet t Union to provide ade- 
quately for its large military budget and to take care of any programs 
for aiding underdeveloped countries which seem to be olitically ad- 
vantageous is the fact that the Soviet Government is able to exercise 
absolute and rigid control over the utilization of Soviet production. 
Consumer demand has virtually no influence on the availability of 
resources in the sense in which it does in the United States. Conse- 
quently, as long as the Soviet productive machinery continues to oper- 
ate, the Soviet Government has almost complete discretion as to the 
use to be made of its production. Under the conditions which existed 
at the time of the outbreak of hostilities in Hungary, there was no 
reason to believe that the Soviet Union would have to curtail its 
military expenditures or limit its “foreign aid” because of economic 
considerations. 


United States restrictions on exports to the Soviet bloc should be 
directed against items of recognized strategic significance 


In formulating a policy toward trade with the Soviet bloc, the 
United States is confronted with a number of significant realities: 

First, the coercive value of the threat to cut off United States aid 
to noncooperating countries that is contained in the Battle Act has 
largely disappeared. The industrial nations who desire to make ex- 
ports to the Soviet bloc get practically no economic aid any more 
Most recipients of military aid regard any threat of cutting it off as 
involving greater damage to us than to them. The nonindustrial 
countries most interested in Soviet trade either receive no United States 
aid or have neutralist leanings and would not respond to United 
States pressure. 

Second, the Soviet Union with its large land mass and diversified 
resources is not vulnerable to a long-run blockade. Soviet industry 
and engineering skills are increasing rapidly. At most, the cutting- 
off of an import that the Soviets desire, in most cases, means a post- 
ponement of its production until facilities for its manufacture can be 
set up. 

Third, all the evidence points to the fact that the Soviet Union fol- 
lows a basic policy of avoiding dependence on the non-Communist 
world for imports or for markets for its exports. It wants to be 
economically self-sufficient. In 1955 the entire Soviet bloc accounted 
for but 2.6 percent of the free world’s total tr: as much as 
Italy alone. 

Fourth, certain of our friends and allies believe that Soviet trade 
is important to them. Prohibiting their exports hurts an important 
industry or causes unemploy ment, which creates political problems 
while imposing very little handic: “p on the Soviet Union. 

Fifth, any effort to restrict exports of strategic materials to the 
Soviet bloc requires the cooperation of other nations. The United 
States is in the position where it can expect effective cooperation only 
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with respect to items of recognized strategic significance. If we de- 
vote our power and prestige to maintaining controls over a long list 
of items which are questioned by the cooperating nations, there is 
danger that the entire cooperative effort will disintegrate. 

The above considerations demonstrate the futility of endeavoring 
to embargo nonessential items to the Soviet bloc. 


There is no indication that the Soviet leaders are moving in the 
direction of a “live and let live” policy toward the rest of the 
world 

In spite of the efforts of the present Soviet regime to emphasize 
peace and the relaxation of tension, there is no evidence that the Soviet 
military effort is being curtailed. Apparently the total Soviet military 
budget has not been reduced. It is difficult to interpret the budgetary 
figures, partly because of the fact that Soviet industrial prices have 
been reduced during the past year. The Soviet Government has an- 
nounced curtailment of military manpower of 640,000. So far, the 
United States has no evidence that such a reduction in manpower has 
actually occurred. Even if the manpower cut has taken place, the 
Soviet military effort seems to be shifting from ground forces to the 
use of modern nuclear weapons and the delivery systems necessary to 
bring them to distant targets. 

Soviet technology, which is vital to satisfactory progress in arms 
development, is advancing satisfactorily. The number of engineers 
graduated by Soviet universities has increased rapidly, as shown by the 
following figures (hearings, p. 116) : 


MN ec ig i aha aad Sate San A aah el its aloe Ds aaa ai 30, 000 
i St a a lc ca lat IN ws sion neg ab 40, 000 
I rea eet eee care reste ee ae ee ee 53, 000 
SD a each is A Shes thas ead notes needs ial on nag earned 63, 000 


The restrictions on Soviet science which characterized the Stalin 
regime, particularly the conflict between the principles of Marxism 
and principles of science, have been removed. All of the evidence 
available to the committee indicated that scientific progress in those 
areas selected by the Soviet leaders for emphasis, especially those re- 
lated to armament, was going forward rapidly. This does not mean 
that Soviet science is outdistancing that of the United States. Prof. 
John Turkevitch of Princeton University, a leading authority on the 
status of Russian science, made this evaluation to the committee: 


The Soviets are quite weak in the category of fundamental 
“key research.” * * * If we in the West did not know what 
the Soviet Union was doing in science, the progress of western 
science would not suffer materially. On the other hand, 
Soviet science could not make the rapid advances if it did not 


have a very good idea of what is happening in the West (hear- 
ings, p. 135). 

The Soviet smile apparently does not reflect a diminution of military 
strength but rather an emphasis on new weapons and new strategy, 
looking to long-range warfare rather than to direct movement of 
armies across land frontiers. 

The policy statements of the post-Stalin leadership do not indicate 
a Significant redirection of Soviet foreign policy. An analysis of the 
recent pronouncements of Soviet leaders, submitted to the committee 
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by Dr. Philip E. Mosely, Director of Studies, Council on Foreign Re- 
lations, is particularly enlightening. 


As part of this campaign to bring about relaxation, the 
Soviet leadership last February at the 20th party congress 
restated 3 of its basic dogmas. I would like to take just a min- 
ute to look at them because this shows how tricky the Soviet 
use of ideology can be. 

They said they believe in peaceful coexistence. “Peaceful 
coexistence” in the Soviet definition means that, as long as 
some nations are not Communist or Communist-controlled, 
there is coexistence of different systems. This is a fact. It is 
not a thing they consider desirable or of indefinite duration. 
When we say “coexistence,” we recognize the right of each 
nation to have its different system and we do not intend to 
interfere with it. For the Soviet leadership it merely means 
that until now they have been unable to overthrow or bring 
about the overthrow of other systems and establish their own 
system throughout the world. 

Khrushchev has said repeatedly before and since his major 
speech of last February that of course the world is going 
Communist, of course their system is going to dominate 
everywhere, and this is only a matter of time. When it has 
been suggested that the Soviet leadership was modifying its 
ideology and really meant coexistence in the way in which we, 
as free and democratic people mean it, he has laughed at that 
and said, “We will change our ideology when the shrimps 
learn to whistle” and he means that. 

A second statement Khrushchev has made is that “War is 
not inevitable.” Of course, war is not inevitable because in 
the first place it takes at least one side to start a war and some- 
times it takes two. When Khrushchev says “War is not inevi- 
table,” he always explains first, that one-third of mankind is 
now under the Communist system and Russia and China have 
the two largest military forces in the world. In the second 
place he emphasizes that another third of mankind consists 
of people throughout much of the Near East and Asia, non- 
Communist Asia, who are not committed to either side and to 
that extent they are on the side of “peace.” From Khrush- 
chev’s point of view these uncommitted peoples are sub- 
tracted from potential strength of the non-Communist world. 
He finally stresses that within the free world there are power- 
ful groups which oppose any war and therefore the danger of 
war is lessened. But Khrushchev always says as long as capi- 
talism exists there will be danger of war. He does not say 
that war cannot come. He merely says war can be prevented 
by the new balance of forces in the world and especially by 
those forces which are under Soviet leadership. 

This, you see, is a very different thing from abandoning 
the concept that conflicts can be lessened or resolved and that 
there can be a genuine peace and not merely an absence of 
armed conflict between his world, Khruschchev’s world, and 
the free world. 

A third dogma which was restated somewhat by Khrush- 
chev last February is that there can be different paths to 
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“socialism,” by which he means, of course, the Communist 
system. The Soviet leadership always tries to steal the 
“good” words like “progress,” “democracy,” or “socialism,” 
which of course is a “good” word in many parts of the world. 
When Khrushchev explains that there are “different paths” 
to socialism including the “parliamentary” path, the estab- 
lishment of a Communist regime through free elections, he 

gives some curious examples. 

For example, he says, one instance is the establishment of 
the Communist regime in Czechoslovakia in 1948. In 1948 
the Communists took over the police, they arrested their 
opponents, they closed and confiscated the newspapers of all 
opposing parties, they threw tens of thousands of people into 

jail and concentration camps, they took over a complete 
soditioly of power and held one-list elections in which there 
was only a single list to vote for or against, and Khrushchev 
calls that the “np: irliamentary” path to socialism. 

A second meaning of this Soviet dogma, as restated by 
Khrushchev, is that, once a Communist regime has been es- 

tablished, it is its duty to rule in its own way, that is by dic- 
tatorship, not by parliamentary means, not leaving open any 
room for free opinion, for a free legislature, which we con- 
sider the essential thing in a par liamentary or any representa- 
tive system (hearings, pp. 73-74). 


Perhaps the most significant new development in Soviet policy in 
the field of foreign relations has been the shift in emphasis from 
<urope to Asia and to certain parts of Africa. The people of these 
continents with a long history as colonies retain strong prejudices 
against the E turopean powers and are inclined to group the United 
States with the E uropean nations. On the other ‘ana. they know 
almost nothing from firsthand experience about the Soviet Union. 
Soviet denunciations of the West appeal to their prejudices. They 
are sympathetic to the Soviet claims that the Soviet system has suc- 
ceeded in solving the sort of problems confronted by the underde- 
veloped countries. They are not too much impressed by the argument 
that the free economic system of the West is superior to the Com- 
munist economic pattern because they identify Western capitalism 
with colonial exploitation. In many of these countries the concept 
of individual liberty does not have much arenes and the short- 
comings of the Soviet system in this respect are not adequately 
appreciated. 

The consensus of the evidence presented to the committee by our 
own Officials and by Russian specialists outside the government indi- 
— no reason to believe that the present Soviet regime has in any 

way abandoned its policy of world domination or its desire to bring 
other nations under its domination as rapidly as possible. 


The Soviet Union appears to be vulnerable in two important 
respects 


Even though the change of government in Poland and the disturb- 
ances in Hungary had not yet occurred when our Government officials 
and the nongovernment Russian specialists appeared before the com- 
mittee, they ‘all agreed that the most serious problem confronting the 
U.S. S. R. at that time was its relations with the satellites. The policy 
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of relaxation and decentralization of control, which had apparently 
been adopted domestically to promote efficiency at home, creates major 
problems when applied to the satellites. The countries of Eastern 
Europe, particularly, have had a long national history and have been 
under Soviet control for only a decade. They remember better days. 
The fact that conditions are a little better than in Stalin’s day is not 
good enough for them. There is serious doubt that the Soviet rulers 
can follow a policy of relaxation at home and rigid controls in the sat- 
ellites. Prof. Alex Inkeles, of Harvard University, made this perti- 
nent comment to the committee: 


The critical problems for the satellites under Stalin and to 

some extent to the present time were not with regard to for- 
eign policy, where they find it easier to go along but with 
regard to domestic policy. They have been expec ted to follow 
a rigid doctrinaire route in the development of their own 
economy and social system which has pushed them to take 
measures and adopt programs which have made for extreme 
reaction on the part of the population. * * * T think cd * 
quite reasonable to express this as a conflict between two ide: 
a belief that you can, in the one case, have communism vais 
by allegiance to the Soviet Union, and in the‘other case feeling 
it ought to be possible to have communism plus some identi- 
fication with national goals and objectives even when they run 
counter to the interest of Moscow (hearings, p. 120). 


It may well be that the Kremlin is faced with an insoluble problem. 

The other area of vulnerability of ne Sov iet Union is in its contacts 
with the rest of the world. The U.S. S. R. cannot maintain a position 
among the leaders of science in the @ord without free exchange of 
scientific information and without encouraging contact between its 
scientists and those of other nations. The Soviet Union cannot main- 
tain a high level of administrative and technical efficiency without 
permitting its administrators and technicians to enjoy a certain amount 
of dignity and initiative. The Soviet dictators must be uneasy when 
they contemplate what the absorption of information and ideas from 
the free world may do to members of the industrial and scientific elite 
in the years to come. 

Except for these two areas of vulnerability, it appears that the best 
way for the United States to influence the behavior of the Soviet Union 
is by our relations with other nations outside the Soviet orbit. 

The Honorable George F. Kennan, former Ambassador to Russia, 
expressed his judgment on this matter in his testimony before the 
committee in the following statement: 


It is my belief we have nothing that we can do directly— 
operating, that is, directly on the situation in Russia—to im- 
prove our position in the world in any major way or the 
prospects for world peace. I think there are a thousand 
things we can do elsewhere and otherwise. I feel that our 
conflict with the Soviet Government is going to be decided 
not in anything that happens in the r elations directly between 
our two countries but is going to be decided in our respective 
relations with the rest of the world (hearings, p. 174). 





SOVIET BLOC ECONOMIC PENETRATION 


Soviet policy is directed toward the underdeveloped areas in 
highly specialized promotion of trade, credits and technical 
assistance programs 


With the growing importance of economic and social questions in 
international affairs, any reappraisal of United States foreign policy 
must, of necessity, take into account activities by the Soviet bloc in this 
area. Soviet attention has been particularly “focused on the under- 
developed areas. The underdeveloped countries account for the great 
bulk of the world’s population. Five hundred million people make 
up the Western industrialized world. Those now under the Soviet 
influence, including Red Chinese, total approximately 900 million, 
while the rest of the underdeveloped countries of the non-Communist 
world, including India and Latin America, are roughly 1.2 billion. 


As described by the Honorable John J. McCloy: 


Most of these people are surging with the desire for better 
living conditions, for some sense of progress beyond their 
present low level of sustenance. There is the combination of 
anticolonial and nationalistic feeling, which is creating a 
restlessness that all who visit these countries sense in some 
degree. * * * 

The industrialized world of the West has a gross national 
product of roughly $800 billion yearly. The 1.2 billion people 
of the underdeveloped areas I am speaking of represent an 
economy of only about $130 billion. The industrialized West 
supplies approximately 75 percent of the imports of those 
underdeveloped countries, and takes more than a quarter of 
their exports (hearings, pp. 9-10). 

In the bloc’s drive to expand economic relations with underdeveloped 
countries, the major features have been trade promotion activities, and 
the provision of credits and technical assistance—each campaign wide- 
ly publicized and calculated to lend support to the other aspects of 
Soviet diplomacy. 

The credit program represents a dramatic departure from past 
Soviet policy 

The bloc’s foreign aid activities represent its most dramatic depar- 
ture from past foreign economic policy. Until 1954, the bloc had 
provided practically no goods or services on credit to free world 
countries. By the end of 1955, the Soviet Union and its satellites had 
agreed to provide nearly $600 million in credits to nonbloc countries, 
and the total had more than doubled by December 1, 1956. A sub- 
stantial number of additional offers were also under consideration. 
Of the $1.4 billion credit program, the Soviet Union accounts for 54 
percent and the European satellites 46 percent. To date, Communist 
China is not providing any credits outside of the bloc. 

9R 
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Grant aid from the European Soviet bloc—other than a $5 million 
contribution to the United Nations Expanded Technical Assistance 
Program—is almost negligible. ‘The major examples include a mecha- 
nized farm project in India and a technological institute in Burma. In 
a few other cases, items exhibited at trade fairs have been presented to 
the host country gratis. Communist China, on the other hand, has 
agreed to provide $36 million in grant aid to Cambodia and Nepal over 
the next 2 or 3 years. 

Major publicity is given to the fact that these credits have “no 
strings attached,” and the announcement of agreements is given full- 
dress publicity treatment which emphasizes complete equality of the 
signatories. The appeal of assistance is underscored by the fact that 
all of the recipients have low per capita output and are under great 
strain to meet development targets which cannot be achieved without 
substantial foreign assistance. India, for example, anticipates a need 
for almost $2 billion in external public or private resources during its 
second 5-year plan; at present less than half of this requirement is 
considered assured from Western sources. 

One particularly attractive feature of bloc credits is the fact that 
they generally carry interest rates of 2 or 214 percent, which is only 
about half the rates usually charged by Western international lending 
agencies. The period of repayment, however, is in many cases shorter 
for bloc loans. While arrangements vary from case to case, the bloc 
has commonly inserted provisions which would permit repayment in 


commodities. Such provisions are considered highly desirable by the 
underdeveloped countries. 


Geographically, bloc credits have been confined to underdeveloped 
countries, the only exception being Finland. Through November 1956 
credits have been extended to Egypt, Iran, Syria, Turkey, Afghanis- 
tan, India, Indonesia, Iceland, Finland, Yugoslavia, and Argentina. 
Five countries—India, Afghanistan, Egypt, Indonesia, and Yugo- 
slavia—account for 93 percent of the total bloc program. These 
five areas all occupy a special position in the Soviet political and 
strategic planning. Except for Egypt, where the details on the source 
of bloc credits are obscure, the Soviet Union is the principal supplier 
of the bloc credits in the major target areas. Satellite credits have 
been more widely scattered geographically and have generally in- 
volved smaller amounts, sometimes for medium, rather than long-term 
periods. 

The types of projects covered by bloc assistance are only partly 
known. In some cases the agreements on use of credits have not yet 
been worked out. However, at least 300 to 400 million dollars is 
accounted for by military supplies and equipment. In the economic 
development field, the more notable types of projects include manu- 
facturing installations (steel mill, aluminum plant, sugar refineries, 
cement plants, textile mills, fertilizer plants, and food processing 
facilities) ; transport and communications (railroad equipment, high- 
way improvement, ocean shipping, and telephone equipment) ; mineral 
development (petroleum, aluminum, lead, zinc, diamonds, bauxite) ; 
power development; and to a lesser extent, agriculture, health, and 
education. 

In a number of cases the projects are of the so-called monument or 
prestige type, calculated to exploit the strong desire of underdeveloped 
countries for industrialization. In all cases, bloc financing is directed 
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into projects which the recipient countries consider of priority im- 
portance, and little time or attention is spent by the bloc on considera- 
tions of the project’s relative importance in a total program of bal- 
anced economic development for the country involved. The resulting 
speed with which negotiations have proceeded, and the lack of in- 
sistence on justifications for projects has been contrasted with delays 
and aggravations in negotiations with the United States on aid pro- 
grams. The bloc also appears to have moved rapidly to implement 
most of the contracts made so far under its credit agreements. 


Trade under the present trade promotion program is increasing 
Less spectacular than the credit program is the bloc drive to expand 


trade. Expanded relations in this sphere have been formalized by the 
conclusion of bilateral trade and payments agreements. At the end of 
August 1956, 203 such agreements were in force with nonbloc countries. 

Trade promotion has been pushed energetically through diplomatic 
channels as well as large numbers of traveling missions and an in- 
creasing number of resident trade offices. Bloc “salesmen” have often 
included high-ranking government officials whose presence caters to 
the desire of the less developed countries for added prestige. Bloc use 
of local advertising media is expanding noticeably in Latin America 
and the Near East, and participation in trade fairs has grown im- 
pressively. In 1955 bloc expenditures on fairs outside the orbit prob- 
ably approached $20 million. For 1956, bloc exhibits at about 130 
fairs in 37 free-world countries will probably result in an outlay at 
least as large as that in 1955. Unlike most of the earlier bloc activities, 
the present trade offensive has all the earmarks of a serious desire— 
at least on the surface—to sign contracts and carry them out. 

A major feature of the trade drive has been Soviet and satellite 
willingness to offer capital goods and technical services which are in 
short supply in less developed areas in exchange for food and raw 
materials which the producers found difficult to dispose of completely 
in traditional free world markets. Particular attention has been paid 
by the bloc to exploiting the desire for stabilizing prices and expanding 
markets for primary commodities, especially in situations where the 
exporter laid the blame for his difficulties on United States commer- 
cial policies or programs to dispose of agricultural surpluses. In 
some cases, the bloc appears to have been willing to offer price induce- 
ments, but there is no conclusive evidence that this practice is wide- 
spread. It seems more likely that price concessions will be confined 
to special, individual transactions to which the bloc attaches particu- 
lar political importance or to instances in which the bloc considers 
price concessions a necessary cost of entering a new market. 

Bloc trade with the free world has risen from $3.5 billion in 1954 and 
$4.4 billion in 1955 to an annual rate of over $5.1 billion in the first 
quarter of 1956. Partial data for the second quarter suggest a sub- 
stantially greater increase—about 25 to 30 percent over 1955--but 
some of these gains may be slowed down by the Suez closure and serious 
disturbances within the European satellites. In the 1956 picture, the 
Soviet Union accounts for about one-third of the bloe total, the Eu- 
ropean satellites for a little over half, and Communist China for about 
15 percent. About 70 percent of the bloc’s current trade with the 
free world is with industrial countries as compared with 77 percent in 
1954. Bloc trade with the underdeveloped countries in the first part 
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of 1956 was moving at an annual rate which was $725 million above 
1954, with 95 percent of the increase accounted for by the European 
bloc. 

Among the free world underdeveloped regions, Latin America is a 
major bloc trading partner, with most of the trade accounted for by 
Argentina, Brazil, and, to a lesser extent, Uruguay. However, none 
of these countries conduct as much as 10 percent of their total trade 
with the bloc. The 1956 annual rate is about $470 million as com- 
pared with $250 million in 1954. The European satellites account for 
about two-thirds of the bloc trade with this area. 

Bloc trade with the Middle East and independent countries of 
Africa was moving at an annual rate of over $430 million in the first 
quarter of 1956, or nearly 50 percent above the 1954 level. Egypt, 
Turkey, and to a lesser extent, Iran, are the principal traders with the 
bloc in this region. In the first half of this year, the bloc accounted 
for 18 percent of Turkey’s foreign trade, 23 percent of Egypt’s, 11 per- 
cent in the case of Iran, and 10 percent of Jordan. 

Bloc trade with South Asia and the Far East—moving at annual 
rates of roughly $150 million and $200 million, respectively—has not 
increased as much as with other underdeveloped areas. The first 
quarter of 1956 shows a small increase over 1955 for South Asia, but 
data for latter months are expected to show an acceleration. Bloc 
trade with underdeveloped countries of the non-Communist Far East 
in 1956 was more than double the 1954 level. Communist China ac- 
counts for about 60 percent of the bloc’s trade with these regions. 
South Asia and the Far East in turn account for about a quarter of 
Communist China’s trade with the free world. The countries for 
which bloc trade is most significant, measured in terms of its per- 
centage of the country’s total foreign trade in 1956, are: Burma, 10 
percent; Hong Kong, 15 percent; Pakistan, 9 percent; and Afghani- 
stan, over 50 percent. 

While Soviet trade promotion efforts have produced considerable 
results in a number of areas, the picture is not one of unqualified 
success. Underdeveloped countries, except where arms imports are 
involved, are not anxious to trade with the bloc at the expense of main- 
taining their traditional free world markets. Thus, Soviet offers to 
resell some of the products which they have imported have given rise 
to some disillusionment in a few free world countries. More impor- 
tant is the growing appreciation—throughout the free world—of the 
inflexibility and other disadvantages of bloc barter trading. Soviet 
bulk-purchase agreements have had substantial appeal in periods 
when a country could not market all of its exports to nonbloc cus- 
tomers. However, some of these sales to the bloc have not turned out 
to be the boon they first appeared to be. Burma now finds her ability 
to supply the demand of regular cash customers limited by heavy 
commitments to the bloc, notably the Soviet Union. The Soviets, in 
turn, have apparently been unwilling or unable to supply the types of 
goods Burma most wants. Further, the prices which the bloc puts 
on its exports to Burma have resulted in extremely unfavorable terms 
of exchange for Burma. According to the former Prime Minister of 
Burma, rice transactions with the bloc have resulted in at least a 10- 
percent price disadvantage to Burma. 
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Soviet technical assistance has been increasing, personnel are 
carefully selected, and Near Eastern and Asian countries par- 
ticularly have been receptive to such assistance 

In conjunction with its expansion of trade and credits, the bloc 
has since mid-1955 been providing technical assistance on a growing 
scale to the underdeveloped countries. The most active bloc mem- 
bers are the Soviet Union, Czechoslovakia, and to a smaller extent 
East Germany, but every country of the bloc except Albania has sent 
some technicians abroad. Fourteen free world countries are known 
to have received such assistance. Data on the number of bloc person- 
nel involved are incomplete, but the program has been largest in 
Afghanistan, Egypt, Syria, and India. The types of activities in 
which bloc personnel are engaged vary widely but include the follow- 
ing fields: Mineral development (notably petroleum and coal), trans- 
port, steel, cement, sugar refining, textiles, agriculture, and health. 
Assistance of a military type is also important in three countries. 
High level planning advisers have also been provided to Egypt and 
India. 

In addition to bloc personnel sent abroad, arrangements are being 
expanded for the training of technicians from underdeveloped coun- 
triesinthebloc. The largest program of this type to date contemplates 
the training of 700 Indian steel technicians in the Soviet Union over 
the next few years. In addition to this type of activity, the bloc has 
also offered a large number of scholarships for extended study in its 
universities. The Soviet Union is also engaged in providing equip- 
ment and personnel for technological institutes in India and Burma 
and nuclear research facilities in Egypt and Yugoslavia. In the case 
of the Indian institute, it is expected that by the end of 1957 training 
will be provided for 1,000 students per year. 

From available evidence, it a, appear that the bloc has selected 
its personnel carefully. Recipient countries seem to be satisfied with 
their competence and general behavior. No evidence of subversive 
political activities was presented to the committee and it may well be 
that the bloc will rely on other types of agents for such purposes. 
However, bloc personnel certainly lose no opportunity to paint 
Communist methods, products, and general achievements in glowing 
terms. 

Near Eastern and Asian countries especially seem to be receptive 
to Soviet offers of technical personnel. The danger is enhanced by 
the predilection of many of these underdeveloped countries for develop- 
ment planning within a socialistic framework, and by the widespread 
Asian view of Western countries as “colonial exploiters.” Students 
and trainees who develop a favorable attitude toward bloc products 
and methods of production may be expected to have considerably 
greater influence than their numbers suggest. This results from 
the fact that trained manpower will for some years continue to be in 
short supply in underdeveloped countries, and such people, therefore, 
will be in a position to exert influence on the course of economic 
development and expansion of economic relations with the bloc. 
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Soviet activities are marked by flexibility, and political rather 
than economic considerations, especially in the credit pro- 
gram, are paramount 

All of these activities represent significant changes in the bloc’s 
attern of behavior in the foreign economic field up to the death of 

Stalin. The goal of economic self-sufficiency, or autarchy, has tra- 

ditionally been a paramount factor in Soviet planning. There is no 

evidence that bloc planners have changed their economic thinking in 
any radical way. However, some greater degree of flexibility rather 
than rigid adherence to the self-sufficiency concept is apparent. After 
years of emphasis on rapid expansion of heavy industry with com- 
paratively little attention paid to consumer goods, the Soviet Union— 
and some of the European satellites—may now find it advantageous 
costwise to expand their exports of capital goods and to meet more of 

their growing internal needs for food and raw materials through im- 

orts. On this basis the trade part of the bloc’s economic offensive 
fas not cost them anything and, on the contrary, may well have been 
very good business. Since trade is still very small in relation to bloc 
gross national product, we may well see a continuing bloc effort to 
increase exchanges with nonbloc countries substantially above current 
levels. However, it is still most unlikely that the Soviet Union would 
willingly allow trade to reach a point where any important sector of 
the economy was avoidably dependent on foreign supplies. 

As explained by Dr. Bergson in his testimony : 


They can use many, many things. They are very short on 
agricultural produce which is produced by many of these 
backward countries. When they take rice from Burma, they 
can use it. The Russian people are glad to have it. At the 
same time, they are able to interpret their needs in a very 
flexible way, and if they feel there is a significant political 
advantage in buying more from one country at a particular 
time than they did before, they can do it. They have enough 
control over the situation to maneuver in a very flexible way. 
This gives them a very significant advantage. All the evi- 
dence we have is that, outside the orbit, the Russians still 
want to maintain their autarchic policy. They do not want 
to be dependent on the West for their essential needs. (Hear- 
ings, p. 102.) 

It is more difficult to find a convincing economic rationale for the 
bloc’s external credit programs. The goods and services provided 
under these programs represent a diversion of resources which will 
eventually be repaid with interest, but there is no basis for concluding 
that the returns will be higher than if the same resources were invested 
in the bloc. The contrary is, in fact, more likely. Some observers have 
speculated that since the loans are to be repaid in commodities, the 
bloc may be attempting to assure its future supplies of such items. 
Tn other cases credits may be considered necessary as a means of enter- 
ing new markets traditionally oriented to the West. Such considera- 
tions cannot be ruled out completely, but they do not provide any sat- 
isfactory explanation for the type and size of program undertaken in 
the past 2 years. Political, rather than economic, motivations provide 
the dominant impetus behind the credit program. 
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As pointed out above, Soviet bloc planners probably see some eco- 
nomic advantages in expanded trade with underdeveloped areas. 
Credits and technical assistance also have their economic benefits 
if they promote new sources of raw materials or establish customary 
demands for Soviet manufactured goods and engineering services 
The prospect of economic gains is not sufficient to explain the radics al 
change that has occurred in Sino-Soviet foreign economic policy in 
the last 4 or 5 years. Some explanation must be sought in the larger 
fabric of overall Soviet foreign policy and strategy. 


The shift in Soviet economic strategy poses a dangerous threat to 
the free world because of its bona fide appearance and its 
strenuous campaign to treat the underdeveloped countries on 
a businesslike and equal basis 

One of the purposes of Soviet economic diplomacy has evidently 
been to clothe its new strategy with an appearance of plausibility, to 
give it in fact a bona fide character. New measures have been devised 
to make the new image of the Soviet Union credible. What better way 
to make the Soviet Union look respectable than to begin a strenuous 

campaign for expanded trade on a businesslike and equality basis? 

This shift in Soviet strategy to the economic sphere was emphasized 
in a statement submitted to the Secretary of State by the United 

States delegation to the 10th session of the General Assembly of the 

United Nations. This statement, which was made public by President 

Eisenhower on January 11, 1956, reads as follows 


Impelled by a unanimous feeling that economic and social 

questions are assuming increasing importance on the inter- 
national scene, the United States delegation to the Tenth Gen- 

eral Assembly has joined in framing this statement. 

The present vevied | in history may one day be recognized 
as a major turning point in the struggle between communism 
and freedom. It appears to be clearly a shift in the cold war, 
in which economic and social problems have moved to the 
forefront. 

Members of the United States delegation during this Gen- 
eral Assembly session have observed the effectiveness of Soviet 
tactics under these new conditions. This can be seen both 
in the way the Soviet bloc delegates work in various United 
Nations meetings, and also in the voting that occurs in many 
committees. As we observed maneuvers, we were conscious 
that the Soviet Union, elsewhere in the world, was using 
economic and social collaboration as a means for jumping 
military as well as political barriers. Examples of this can 
be found in India, Egypt, and Burma. 

We believe that the ‘United States must counter these Soviet 
efforts. We can succeed, not by outbidding communism in 
sheer amounts of economic aid, but by making newly inde- 
pendent and newly articulate peoples feel that they can best 
satisfy their wants by becoming and remaining part of the 
community of free nations. 

We welcome more emphasis on economic and educational 
endeavors, for we have proven experience in these fields. 

We are in a contest in the field of economic development 
of underdeveloped countries which is bitterly competitive. 
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Defeat in this contest could be as disastrous as defeat in an 
armaments race. 
We could lose this economic contest unless the country as 


a whole wakes up to all its implications. 


The nature of the shift in Soviet strategy was recognized and 
described also by Mr. McCloy in his testimony before the committee: 


I do believe the Soviet leaders have shifted their tactics and 
to some extent their strategy. Certainly they have become 
less menacing in a military way; certainly they have shifted 
the main weight of their drive for domination from Europe 
to the Far and Middle East. They have not ceased to press 
or to infiltrate into Western Europe but they have become 
more active in the above and other undeveloped areas of the 
world. 

This is very significant because the old Marxist-Lenin line 
was that the real fruitful soil for agitation, revolution, and 
Communist victory was in the highly industrialized areas of 
the world—Western E urope partic ularly. Now the Soviets 
have met firm opposition in Western Europe, and they have 
shifted from that region into the underdeveloped areas, and 
they have had some success there. This is a kind of attack on 
the soft underbelly of the free world that marks a definite 
change in old traditional Marxist-Leninist line. The Soviets 
are no longer pursuing the industrial worker, but now they 
are seeking influence and domination in those areas where 
there is a rise of nationalism, colonialism, and a great urge 
and surge for improved standards of living. (Hearings, 


p. 7.) 


The same point was stressed by Adm. Arthur W. Radford, Chairman 
of the Joint Chiefs of Staff, in his testimony : 


In a period of general relaxation and reduction of inter- 
national tensions, the Soviet threat to the free world by 
alternative means is perhaps even more dangerous and insidi- 
ous than military action. (Hearings, p. 204. ) 


The purpose of Soviet economic diplomacy in the underdeveloped 
areas includes a combination of promoting neutralism, dis- 
rupting existing alliances, substituting Sino-Soviet influence 
for Western influence, and ultimately subversion and con- 
quest 


There can be little doubt that Soviet economic diplomacy is an 
important element in a new Soviet strategy designed to facilitate fur- 
ther expansion and conquest at minimum risk of a general war which 
would endanger communism in the Sino-Soviet bloc as it exists today. 
Economic diplomacy is a potent w eapon in such a strategy because it 
unites the Soviet Union or other Communist countries with underde- 
veloped countries in activities which to the latter appear to be of 
supreme importance. These are countries, many of them newly inde- 
pendent, which are anxious for industrialization but suspicious of 
“Western imperialism” in one or another of its forms. Soviet diplo- 
macy seeks to capitalize on these views by appearing to offer not only 
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peaceful relations but also markets for surplus raw materials and 
agricultural goods, credits for the purchase of manufactured goods, 
and technicians to assist in economic development programs. 
Throughout, the Soviet attitude is a studied and deliberate “correct- 
ness.” 

The testimony of the Honorable Thomas K. Finletter gives a grim 
picture of what might be the result if Stalin’s “Eastern world market” 
were extended to include the neutralist countries of Asia: 


Thus the current Russian attitude in the gray areas (and to 
a somewhat lesser extent the Red Chinese attitude) is * * * 
to identify the economic interests of all these peoples of the 
gray areas with the economic interests of the Russians and 
the Chinese; in short, by means of ruble diplomacy to create a 
great ruble area comparable to the sterling area of the West 
and thus to make one huge economy where the formerly 
colonized peoples will sell their excess cotton, rice, and other 
goods and will receive in exchange the manufactured goods 
of Russia and the capital credits they are unable to get from 
the West. (Hearings, p. 146.) 


The available evidence indicates that the purposes of Soviet economic 
diplomacy in underdeveloped areas include in a variety of combina- 
tions these main objectives: The promotion of neutralism, the dis- 
ruption of existing alliances, the reduction of Western, and the 
expansion of Sino-Soviet influence, and ultimately, subversion and 
conquest. 

Promotion of neutralism.—This appears to be the immediate 
end of Soviet policy in the underdeveloped areas, especially in Asia. 
Neutralism is, from the standpoint of communism, the first step 
toward the eventual expansion of Communist power. <A neutral Asia 
may well allow free play for Soviet diplomacy, propaganda, infiltra- 
tion, and eventually subversion. 

Disruption of alliances.—Closely allied to the promotion of 
neutralism as an object of Soviet economic diplomacy is the Kremlin’s 
policy to disrupt existing alliances and to detach countries from the 
Western camp. Soviet arms, as well as other credits, have been used 
for this purpose in dealing with certain countries in the Near East. 
Another example is Iceland, where several years of satisfactory dis- 
posal of the Iceland fish catch to the Soviet Union in exchange for 
petroleum products was apparently one of the factors that led Iceland 
to ask for the withdrawal of American troops from their Iceland 
base. 

The relationship of tangible short-run benefits and longer run 
expectations was described to the committee by the Honorable Robert 
Murphy, Deputy Under Secretary of State, as follows: 


The short-term Soviet aim in the less developed countries 
is plain enough. It is to disrupt cooperative arrangements 
with the West, in particular the Southeast Asia Treaty Or- 
ganization and the Baghdad Pact, and to otherwise expand 
Soviet influence as feasible. For the longer run, it may well 
be that the Soviets believe that they will win the contest for 
the world in the less developed countries. These countries are 
undergoing great political and social changes. They hope, in 
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the face of immense obstacles, to accomplish similar economic 
changes. In this situation of potentially explosive pressures, 
the Soviets unquestionably see glittering opportunities for 
themselves. (Hearings, p. 188.) 


Extending Sino-Soviet influence.—What is abundantly clear is 
that present efforts of Soviet economic diplomacy are concentrating on 
reducing and eliminating Western influence, especially in those under- 
developed areas contiguous, or nearly so, to the boundaries of the Sino- 
Soviet bloc. When this objective has been reached, we can expect 
Soviet economic diplomacy to be thrown aside and communism to 
emerge once more in its revolutionary aspects, relying on external force 
or internal Communist violence to come to power. ‘There is no credible 
evidence that communism has lost its dedication to a radical remak- 
ing of society or that it intends to maintain a policy of peaceful and 
respectable dealings with other states and of genuinely assisting them 
to build up their economies. 

One feature of present-day Soviet economic diplomacy carries clear 
implications for long-run Soviet objectives: It is the technical assist- 
ance programs which send Soviet technicians to live and work in un- 
derdeveloped countries and bring native students and technicians to the 
Soviet Union for study. This isa recognized device for building good 
will and influencing political attitudes, although in the case of Soviet 
technicians being exposed for the first time to the outside world it may 
prove to be a double-edged sword. Such missions appear not to be de- 
signed for pur poses of subversion or espionage, but as bona fide meas- 
ures of “cultural” diplomacy. The special advantage which the Soviet 
Union has over the United States in this area of programs was pointed 
out by the Honorable Paul G. Hoffman in his testimony before the 
committee : 


The Communists have a very persuasive kind of story to tell 
the people in these underdev eloped countries. Their “cultural 
missions” to countries they are attempting to subvert are gen- 
erally peasants who say something like this to the simple peo- 
ple they are addressing: “In Russia 40 years ago conditions 
in our village were similar to the conditions you have here 
today. We did not know how to read and write. We had no 
medical services and we were hungry most of the time. Now 
after 40 years of communism we are well fed, well clothed, 
have magnificent hospitals and wonderful schools. All our 
children can read and write. You can get the same results if 
you adopt our system.” (Hearings, p. 29.) 


Subversion and conquest.—The ultimate objective of Soviet 
strategy for underdeveloped areas is the subjugation of these areas to 
Communist rule. When the time is ripe the Soviet Union may be ex- 
pected to put economic pressure on the governments of the countries 
with which it has built up extensive economic relations, whenever it 
feels this pressure will pay off. By threatening to cut ‘off trade the 
Soviets can be expected to manipulate the internal and external poli- 
cies of a government so as to bring that country closer and closer to 
Communist domination. 
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The main targets of Soviet economic diplomacy are carefully 
selected and generally include nearby and newly independent 
countries more susceptible to the issue of colonialism 

A review of the geographical concentration of the Soviet economic 
offensive indicates that the Soviet Union does not regard all underde- 
veloped countries as having the same political and strategic value, re- 
gardless of location. Some criteria for distinguishing between coun- 
tries in different parts of the world and in different political and eco- 
nomic conditions can be inferred. 

More attention is being given to contiguous and nearby countries 
in south and southeast Asia than to distant countries. 

Another principle of selection that seems to be employed is to favor 
newly independent countries that are still susceptible emotionally to 
the issue of colonialism. This explains the attention given to the 
areas named above and also to the newly created states in Africa. 
Little attention is paid to areas still under colonial rule. They are 
still subject to the application of traditional Communist tactics for 
colonial areas: Anticolonial agitation, infiltration of nationalist 
movements, and occasionally support for extreme and violent out- 


breaks. 


Soviet success has been achieved because of its new posture of 
“peaceful trade, good neighbor and benefactor” and because 
of the favorable terms offered by the Soviets with “no strings 
attached” which they contrast with United States aid pro- 
grams 


Some of the success achieved to date by Soviet economic diplomacy 
is due to its novelty plus the adroit propaganda treatment which ac- 
companied it, as epitomized by the Krushchev-Bulganin visit to south 
and southeast Asian countries in early 1956. Following the summit 
meeting in 1955, the new Soviet posture of peaceful trader, good neigh- 
bor, and benefactor was welcomed by government officials and peoples, 
especially in the underdeveloped countries. The prospect of trading 
with and obtaining economic assistance from both western and Sino- 
Soviet. bloc countries seemed to promise not only more prosperity but 
greater security. 

To many underdeveloped countries, trade with the Soviet bloc in the 
form of bulk purchases seems to provide a way out of the impasse cre- 
ated by the difficulty of adjustment to lower export price levels cre- 
ated by internal inflation and political conditions. The new market 
opportunity is seen as a stabilizing force respecting the terms of trade 
and the volume and value of primary product exports. In commod- 
ities such as cotton and rice the bloc is ordering quantities which— 
though negligible in the large economic base of the bloc—represent a 
substantial portion of the export sales of particular countries and 
hence a significant contribution to their national income. 

The receptivity of the underdeveloped countries is further in- 
creased by the character of the goods and services offered in exchange 
for their primary commodities and, in some cases, by apparent price 
premiums. The bloc offers capital goods and technicians. Where 
the national aspiration is toward military strength, it offers arms, as 
in the case of Egypt. The inducement to trade is further increased 
by credit offers on favorable terms, described above. 
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Moreover, even where the attraction of bloc offers is small—as in 
most Latin American and some of the countries closely tied to the West 
in military alliances—bloc offers are at least appealing as a tactical 
device for improving bargaining power with the West on economic 
matters. The increase in United States economic aid for Afghanistan 
following recent transactions with the bloc appears to others to indi- 
cate that the benefits of Western aid and trade need not be lost, and 
may indeed be stimulated, by acceptance of bloc offers. 

The Soviet slogan, “no strings attached,” has given the impression 
that its aid and trade offers have no political motives. While this is 
false, it has gained credence from the fact that superficially there are 
no strings tied to many Soviet deals, whereas the impression exists 
that United States aid programs involve both political concessions 
and interference in the internal affairs of the recipient country. 

A more basic reason for the initial success of Soviet economic diplo- 
macy lies in the desperate preoccupation of many underdeveloped 
countries with the problems of economic growth and overpopulation. 
Where this concern is linked with an anti-imperialist and anti-racist 
mentality such as is found in many Asian intellectuals, the political 
vulnerability to Soviet economic diplomacy is greatest. 

Added to this there is the fact that Soviet economic overtures prom- 
ise quick industrialization. This element of appeal in Soviet economic 
diplomacy was stressed by Dr. Cornelis de Kiewiet, president of 
Rochester University, in testimony before the committee: 

One of the things we should never forget * * * is that the 
Communist state so far is a successful state. Some of the 
things that it has done in its industrialization are very im- 
pressive, looked at again from the point of view of the Asian 
or African. It is the industrialization of a backward state 
that I think is perhaps the greatest claim that the Russians 
have to international attention, and those of us who are fear- 
ful of what may happen in India and those other areas should 
recognize that the short cut, swift method of getting some of 
these achievements is not demonstrated by the United States 
but by Russia, and there are appeals in Russia that we ought 
to be very attentive to. (Hearings, p. 351.) 


The success of Soviet economic diplomacy could be minimized by 
greater involvement in economic relations bringing increas- 
ing friction and by such Soviet action as the ruthless crushing 
of the Hungarian rebellion which has had widespread reper- 
cussions 

Soviet objectives and tactics in underdeveloped countries are more 
flexible than those of the United States. Our policy is to foster long- 
term economic growth and higher living standards in underdeveloped 
countries. The Sino-Soviet bloc has no such aim. In fact, its aims 
would be furthered by the lack of economic progress and consequent 
increasing social unrest and dissatisfaction in the populous under- 
developed countries. The Soviets are likely therefore to continue to 
concentrate on obtaining day-to-day, month-to-month, political prop- 
aganda benefits without becoming involved in or committed to long- 
run programs. The pretense of “no strings” may be expected to con- 
tinue to be emphasized. 
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On the other hand, it will not all be smooth sailing for the Soviets. 
Increasing involvement can, as in the case of Western economic rela- 
tions and aid programs, bring increasing friction, such as the Burmese 
have experienced at Chinese resales of Burmese rice to Ceylon and the 
deterioration of Soviet cement on Burmese wharves. Difficulties and 
disagreements over terms of repayment of credits are bound to arise. 
And some disillusionment will occur if Soviet credits do not continue 
to grow and to be distributed more widely. 

More important than any of the above-mentioned obstacles to the 
success of Soviet economic diplomacy is the impact of an unexpected 
and distasteful Soviet action such as the bloody crushing of the Hun- 
garian rebellion. This action, widely public ‘ized, has “done a great 
deal to erase the good will built up by Soviet economic diplomacy. A 
series of such actions could destroy it completely. This illustrates the 
point, which it is well for us to remember, that foreign economic 
policy can be vitiated by other elements of foreign policy, and that all 

segments of overall policy must be coordinated and given stable 
direction. 


The United States must adopt new methods and techniques in its 
own programs with flexibility and freedom from political con- 
ditions paramount 

The evidence indicates that Soviet economic diplomacy will con- 
tinue to be one of the principal elements of Soviet foreign policy in 
underdeveloped countries and that Soviet trade and other economic 

relations with these areas will continue to expand. This poses a 

challenge to United States foreign policy. The potential danger of 

Soviet economic techniques was described by the Honorable Chester 

Bowles in his testimony : 

If these tactics are successful, America may eventually be 
maneuvered into military, political, and economic isolation 
from the natural resources and the people upon which her 
influence, prosperity, and security are largely dependent. 

An important aspect of this evolving “politico- economic 
challenge grows out of our increasing dependence on im- 
ported raw materials. Half of our industrial raw-material 
requirements are already met from abroad. By 1970 our 
present consumption will have doubled, our own resources 
will have further diminished, and we will be competing with 
other nations nom in the process of rapid industrial growth. 


(Hearings, p. 257.) 


Whether Soviet economic diplomacy will continue to be successful in 
promoting neutralism and increasing Soviet influence in the affairs of 
underde ‘veloped areas will depend “largely on the future course of 
Western and United States policy in those countries. 


The witnesses who appeared before the committee, in discussing 
Soviet economic penetration in relationship to United States policy, 
stressed that our policy should not be based on mere counteracting or 
competing with Soviet activities. Typical was the statement of “Dr. 


Philip E. Mosley: 


I feel that our program should not be based primarily on 
what the Soviet leaders are doing or can do, but on the concept 
that within certain modest limits it is in our interest to he lp 
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these countries build their way of life along Western or free 

lines. This would also have many benefits to us in that as 
they progress they would become much better customers for 
American goods. Over a period of years we are likely to be 
repaid for aid through an increased volume of trade and the 
profits that we make out of that, because of our great advan- 
tage in the international division of labor. 

I think the Soviet economic offensive is a real factor, 
but I do not want to exaggerate it. It is a real factor and 
I think if we do not do anything the Soviets would gain great 
advantages. (Hearings, pp. 79-80.) 


The receptivity of Soviet aid in the underdeveloped countries in 
general indicates the importance of adopting new methods and tech- 
niques by the United States in its own programs of aid. Flexibility 
is the keynote. The willingness on our part to trade or accept local 
currencies, for example, whether or not the transaction is economically 
desirable from our own internal point of view, would appear to be 
essential. The Soviets are willing to take from these countries their 
surplus rice, cotton, jute, copra, and so forth, while the United States, 
with its own great surpluses, is not. 

Finally, the importance of not imposing political conditions on our 
assistance cannot be minimized, particularly in areas seething with 
anticolonialism and jealously guarding their newly won independence 
and maintaining a high sense of pride in their independence of 
action. 





RELATION OF NEW WEAPONS AND NEW MILITARY 
STRATEGY TO UNITED STATES FOREIGN POLICY 


The threat of Communist domination makes our survival as a 
free and sovereign people impossible without military strength 
adequate to deter aggression 

Our survival, under world conditions conducive to our continued 
existence as a free and sovereign people, is the end objective of United 
States foreign policy. Under present world conditions, the attain- 
ment of this objective is not possible without adequate military power 
as an inseparable partner of our foreign policy. 

After World War II, the United States and its allies disarmed and 
sought in creation of the United Nations an organization to maintain 
the hard-won peace. The Soviet also emerged from the war, vic- 
torious with our help, but skeptical of western sincerity, bent on terri- 
torial aggrandizement, determined to spread Communist domination, 
and paying lipservice to the United Nations while stultifying the 
peace machinery of the charter. 


The new weapons have destroyed the time factor that in the past 
enabled us to build up our military strength after attack. 
If attacked in the future, we can defend ourselves only with 
forces and weapons in being as of that moment 

Today the advent of new and fantastic weapons, capable of ex- 
tremes of mass destruction, has a major impact on the implementa- 
tion of our basic foreign policy objective. ‘These new weapons have 
destroyed the time factor which in World Wars I and II enabled us to 
build up our military strength after our initial involvement in general 
war. 

Adm. Robert B. Carney (retired) has emphasized that the new 
weapons capabilities have eliminated the time factor so utterly that 
if we are ever again attacked we will only be able to resist aggression 
with whatever forces we have in being at the time. The admiral testi- 
fied before the Senate Air Force Subcommittee that— 

* * * there has now come to pass a situation in which 
attack can be launched against us immediately, in a matter of 
hours. This could not happen in former times. That being 
the case, we must be prepared to resist that attack, and we 
don’t have time to build up, so that the forces, the idea of the 
forces in being, is of infinitely greater importance today than 
it has ever been before, and this is true of all of the services 
and all of the arms. (Hearings on Study of Airpower, 

p. 41.) 

Gen. Nathan F. Twining, Chief of Staff, United States Air Force, 
gave significant emphasis to the point made by Admiral Carney when 
he declared that “One of the first steps in translating this in-being 
concept into actual practice was recognition of the fact that a mobili- 
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zation base designed to be activated after an emergency arises would 
probably have little significance in general war.” (Hearings on 
Study of Airpower, p. 1485. ) 


The new weapons include “small” atomic explosives adapted for 
“limited war” which have been developed since the Korean 
conflict 

The nature of the new weapons is so varied and revolutionary that 
the term “exotic,” in the sense of “fore ign—strangely different.” is 
used to describe them. They embrace the entire field of military 
technology and include the adaptation of “small” atomic explosives 
for tactical use in limited war, a use which was not possible during the 
Korean war when the atom bomb was available only as a major weapon 
of mass destruction. 

The new weapons are already available in significant number and 
kind for immediate use should our defense require it. Many others 
are in various stages of development. Even the ones not yet finally 
tested have an impact on the needs of our foreign policy planning, 
for we must anticipate how they will further change our defense 
requirements and affect our deterrent potential. 

To mention only a few of the new weapons and implements of war, 
the atom bomb has been modified for use by artillery, as a warhead 
on missiles and as a propellant for submarines and the explosive for 
their torpedoes. The infinitely more destructive hydrogen bomb has 
replaced the atom bomb as the ultimate weapon. Electronic systems 
now provide automatic firepower in fast, high flying airplanes. 


Intercontinental guided missiles are being developed capable of 
delivering thermonuclear warheads distances of thousands of 
miles within minutes. New weapons and missiles are not 
likely to make the airplane or land and sea forces obsolete 
within the near future 

Progress has also been announced on guided missiles of intercon- 
tinental range. One has been described as a ram-jet type designed 
to carry an atomic warhead to its target, 3,000 to 5,000 miles away, at 
a speed exceeding 2,000 miles per hour, while traveling over 60,000 
feet above the earth’s surface. Such a missile is considered susc eptible 
of interception and destruction before reaching its target. 

A ballistic missile is also being developed to travel at a speed of 
16,000 miles per hour, or more, and after reaching an altitude of 
around 600 miles, drop a hydrogen bomb warhead on its target 5,000 
miles away within minutes after firing. This warhead would be large 
enough to destroy an entire city. At present no practical means has 
been anticipated for intercepting and destroying such a weapon in 
flight. 

While having a most significant impact on military capabilities, the 
new weapons which have reached the operational, or actual use stage, 
will not make obsolete our present Armed Forces in the near future. 
It - difficult to estimate the full implications inherent in them, but 
final development of some weapons which are still in the testing and 
b sluepr int stages may eventually replace and eliminate the need for me 
manned bomber, and others may completely revolutionize present ¢o1 
cepts of Army and Navy capabilities. At present, and for at least a 
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few years to come, however, the long-range bomber will still be the 
only means of transporting the massive weapons of retaliation. ‘The 
missiles and other exotic weapons presently in the actual use stage are 
adapted for increasing the effective firepower of our existing ground, 
sea, and air forces. 


Unexpected Soviet technological ability makes complacency with 
our own progress and present superiority extremely risky 

Our industrial economy and technology is the world’s greatest, but 
complacency with our superiority and progress could be extremely 
risky for us. The Soviet has shown an unexpected ability in technol- 
ogy and has acquired the major nuclear (atomic) and thermonuclear 
(hydrogen) weapons years before we ticipated This point was 
emphasized by Gen. Nathan F, Twining, who informed the Senate 
Air Force Subcommittee that: 


There are many indications that the Soviets are putting a 
great amount of effort into research and development and 
with considerable success. If they choose to continue this 
course, there is no way we can prevent them from continually 
improving their weapons. ‘Thus, qualitative superiority for 
our own forces is dependent upon the success of our own re- 
search and development effort. We must stay ahead. 
(Hearings on Study of Airpower, p. 1484.) 


Gen. Earle E. Partridge, Commander in Chief, Air Defense Com- 
mand and Continental Air Defense Command, also informed the 
Senate Air Force Subcommittee that the Soviet is not lagging in 
the development of an intercontinental missile. He testified that: 


* * * the Soviets are said to be building an intereontinental 


missile, and we must somehow devise a defense against this 
type of attack. In other words, for you to understand the 
severe requirements that such a missile places upon the air 
defense system, let’s look at the missile itself and see what its 
characteristics might be. [f it were fired from Russian bases, 
it is going to have to travel about 3,000 or 5,500 miles, some- 
thing of that order. It will eoehebie start off with a booster 
which will drop off, and it will be under, the missile will be 
under, power and guidance for 400 to 500 miles. At that 
point the power will shut off and the missile will continue with 
a speed about 20 times the speed of sound, so that it will ar- 
rive over at its destination mn about, certainly not. more than 
30 minutes, maybe less than that, having achieved an altitude 
en route of about 500 miles. The reentry problem also im- 
poses a severe limitation on the enemy’s missile, but our 
scientists say that that can be solved and certainly we plan to 
solve it in this country. (Hearings on Study of Airpower, 
p. 257.) 
The inherent dangers of the new weapons are due principally to 
Soviet intransigeance 
lf reason, responsibility, and good will prevailed among the nations 
of the world, the advent of these new wessene would not give rise 
to the concern and apprehension they do. As Adm, Arthur W. 
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Radford, Chairman, Joint Chiefs of Staff, told the Senate Air Force 
Subcommittee: 


It is not alone those developments. It is the attitude of 
the Sino-Soviet bloc, their very obvious intent to communize 
the world, backed up by their own military programs in the 
last 10 years that has forced us to maintain this position of 
strength in being since there is no other power in the free 
world that has the resources to do it. (Hearings on Study 


of Airpower, p. 1447.) 


The increasing Russian atomic weapon stockpile is not likely to 
bring about peace as a result of an atomic stalemate. Actu- 
ally it may increase the danger of small wars which could 
spread to all-out thermonuclear conflict 


The committee was informed during its survey that some students 
of the problem have suggested that an “atomic stalemate” has or is 
about to develop because the increasing Russian atomic weapon stock- 
piles will eventually convince both sides of the suicidal implications 
inherent for each in an all-out thermonuclear war. The thought 
is that this would result in atomic peace, barring some irrational 
action. Data available to the committee indicate that this view is 
not correct and that the situation is far more complex. 

General Twining has expressed the view that— 


It is conceivable that if the aggressor rationalizes that our 
retaliatory force would make it impossible or too costly for 
him to win a general war he might then choose the alternative 
of peripheral or small wars. He might believe that this 
method could achieve his ultimate objective of world 
domination. (Hearings on Study of Airpower, p. 1480.) 

That is why today we face two vitally important military aspects 
of our foreign policy. The first is the need to maintain effective 
deterrents against major thermonuclear war and how best to defend 
ourselves if deterrence fails. The second is the need to contribute 
effectively to the control of local wars which might spread to all-out 
war or lead to conditions where a threat to our own national existence 
becomes so grave as to compel our use of major thermonuclear weapons. 


We have superiority at present, but Russia has gained on us to 
such an extent that a Soviet attack would be devastating and 
our victory one in terms of relative destruction only 

At present, the West maintains a margin of superior capability. 
If general war were to come, our experts are convinced we would win, 
even though the victory would be in terms of comparison with the con- 
dition of our vanquished assailant. Clearly, the better our margin, 
and the better the Communists recognize our margin, the better our 
chances are that major nuclear war will never occur. Also, the bigger 
our margin, the better are our chances in the event of all-out war of 
seeing to it that destruction is kept to the lowest feasible levels. 
Testimony furnished the committee emphasized the horror, devasta- 
tion, and even futility of all-out thermonuclear war. If fought in 

“irrational” fashion, such a conflict could conceivably end life on our 

planet. Even if waged on a scale described as being “with some 

degree of reason,” one side might win in the sense of being able to 
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impose its will on the more devastated loser, going on then to reor- 
ganize what remained of the world and trying to see that the loser 
never again obtained nuclear or thermonuclear weapons. (Hearings, 
p. 212.) 


Our alliances are essential. Relative strengths of the United 
States and Russia are so nearly balanced that support of inter- 
vening nations is crucial 


The committee was informed during its survey that the relative 
strength of the United States and of Russia are so nearly balanced that 
what happens to intervening nations and the positions they take can 
be crucial in affecting that balance. In striving for the end objective 
of United States foreign policy, allies and fr iends are of paramount 
importance to us. 

The Soviet viewed the defection of Hungary with such alarm that 
she committed the full power of Russian troops to suppress that de- 
fection with a ruthless brutality that shocked the civilized world. 
The sad and terrible situation in Hungary, as well as the situation in 
Poland, shows that the Soviet cannot rely on more than its own popu- 
lation of about 200 million, not all of which is itself loyal, and much 
cf which is inefficient. 

The Kremlin a unners have surely had to make a stunning reap- 
praisal of the net worth to them of their satellite troops. Their degree 
of shock and setback may be better realized if we think of it in terms 
of what it would mean to us to have key European countries, members 
of the African-Asian bloc, or other uncommitted peoples, go over to 
the Soviet side. 

Communist methods to prevent defection are both repugnant and 
disgusting to us, and in the end are sure to be self-defeating. ‘To 
the uncommitted free nations, time and events are vindicating us 
while causing the Soviet mask to slip more and more, exposing to all 
the true face of communism. 


Existence of the new weapons has stimulated the growth of 
neutralism 

A significant aspect of “neutralism” in some parts of the world ha 
been the tendency of uncommitted powers to favor io Soviet rather 
than the W estern nations in taking positions on critical events or 
situations. This has been notable in the United Nations, where m any 
of the uncommitted nations, prior to the recent events in Hungary, 
frequently abstained or alined themselves with the Soviet bloc if the 
vote involved criticism of Soviet policy or acts. Obviously, this has 
been due to many factors. A strong contributing factor may have 
been the impact of the new weapons. 

Many of these uncommitted countries lie along the Sino-Soviet 
periphery. They live in the shadow of the Communist menace and 
are not blind to it. They know the Soviet’s record of aggression and 
have been concerned over encroachments by the Chinese Communists. 
When they weigh the possible advantage that might accrue from close 
association or alliance with the W est, they apparently interpret world 
events as making “neutralism” the safer policy for them individually. 

Our intervention to rescue Korea from Communist conquest with- 
out doubt had the deepest impact at the time in the minds and hearts of 
many in the uncommittted countries. The end of that conflict left 
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many doubts in their minds. Korea is still divided, half free and half 
Communist. The Korean conflict resulted in a buildup of Chinese 
Communist military strength which has since continued to increase, 
with Soviet help. 

The West did not intervene directly in Indochina. The issue was 
not clear-cut, but obscured by a revolt against colonialism of which the 
Communists took full advantage. When Indochina is cited as an ex- 
ample of unwillingness, or inability of the West to stem Communist 
aggression, it is an oversimplification which is not justified by the 
facts. Some such thinking does seem to prevail in at least a few of the 
uncommitted countries. 

Such countries appear to regard the Western democracies and the 
Soviet bloc as two major atomic powers of relatively equal military 
capability. They realize that the West has a superior atomic capa- 
bility, but feel that progress in Soviet nuclear technology has so nearly 
closed the gap as to bring about an atomic stalemate. 

Soviet possession of the new weapons darkens the shadow of the 
menace under which they live. They know the Soviet does not. want 
“unfriendly” nations along its periphery and would regard alinement 
with the West as tantamount to defection. Their interpretation of 
events e mphasizes in their minds the aggressive nature of Soviet for- 
eign polic: y and our own deep reluctance to resort to war and the use of 
the major weapons. [ ™nder the circumstances, they feel any possible 
gain through closer association with the West would be more than off- 
set by Soviet reaction. 


Foreign bases are essential to United States defense. Their 
possession gives us a geographic advantage which may in- 
crease in significance 

In seeking to deter a major war, the West has two great advantages 
at present, in addition to our greater atomic weapons stockpile. One 
is superiority in delivery systems, or means for placing our bombs 
on enemy targets. The other is geographic. Time may see the Soviet 
narrow the gap on both the stock pile of weapons and on delivery 
systems. Ifso, the significance of the geographic advantage increases. 

The United States, the strongest member of the Western alliance, 
is vulnerable to direct attack only from bases on the Eurasian land 
mass and from submarines. The Western nations possess a system of 
advane ed bases, including the United States bases in north Africa, 
which gives us a great. strategic advant:s ge in the event it should ever 
be necessary to launch a retaliatory attac k on the Soviet Union. 

For the sake of comparison, the committee was informed that our 
base system is equiv alent, if the halts were reversed, to the Soviet 
possessing a syste mn of advanced bases which would enable it to launch 
simultaneous attacks on the United States from Greenland, Newfound- 
land. Bermuda, Jamair al, the Yucatan Peninsula, Costa Rica, Lower 
California,and the Aleutian Islands. 

Military experts believe that our advanced base system will continue 
to be of significant import: ince for years to come, even after the devel- 
opment of more of the exotic new weapons which are still in experi- 
mental and testing stages. Some of the principal reasons advanced 
for their continued importance are: 


They increase air-defense capability and retaliatory striking 
power. 
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. The greater their number and wider their dispersal, the more 
difficult it would be for the enemy to launch a surprise attack or 
establish air control. 

They may prove invaluable as launching sites for guided 
missiles and missile-counter-missiles. 
1. They may be adapted for greater use in efforts to prevent the 
spread of local conflicts into major war. 
They increase the efficiency of our warning system against 
attack. 

These land bases close to the Soviet Union are subject to the sov- 
ereign control of the countries in which they are located and their use 
is tied in with the defense pacts in which we have joined with those 
countries. The Soviet is fully aware of the strategic advantage that 
is ours because of their possession. ‘This has been proved over a long 
period by the emphasis they place in their diplomacy and i. their 
propaganda in e forts to weaken our alliances and deprive us of their 
use. They know that if they succeed they will destroy that geographic 

t 


advantage which may eve ntu: ally be the West’s greatest streneth. 


Foreign armed forces are of increasing importance to our security. 
Basic Soviet strategy is aimed at splitting our defensive 
alliances 

The armed forces of our allies are important for their deterrent 
potential in coping with the threats of little wars as well as their 
contribution to our aggregate defensive strength against bigger wars. 
Our allies are also important to us for the foreign bases they bring 
to the alliance. 

During the committee’s survey, witnesses urged the maintenance 
in full working order of the system of free world defense pacts and 
those working relations with our allies, without which we would have 
no geographic advantage at all. 

Secretary of the Navy Charles S. Thomas aptly described the 
reasons for our uniting with other free nations when he told the 
Senate Air Force Subcommittee that 


the pivotal principle of our national policy is col- 
lective security—the combined enterprise of free nations all 
over the world. This essential effort is founded upon agree- 
ments between our country and 42 countries around the globe: 

14 are the NATO countries; 20 are the countries of the RIO 

Pact. 

There are SEATO and ANZUS, and we have individual 
agreements with Korea, Nationalist China, and the Philip- 
pines. These agreements say ths at an attack on any of these 
countries shall be considered as an attack upon us. There is, 
for the free world, no neil alternative to this collective 
undertaking. Isolation, long ago our refuge, today would 
only insure our encirclement by a hostile world. * * 

(Hearings on Study of Airpower, p. 1559.) 

(dm. Arleigh Burke, Chief of Naval Operations, in the same hear- 
ing, pointed out that basic Soviet strategy is aimed at splitting our 
defensive alliances. He declared: 

The Soviet Union is attempting to convert into satellites 
as many as possible, especially those close to its own borders. 
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Basic Soviet strategy—politic: al, economic, and military—is 
to divide and conquer. A prime element of this strategy is 
to divide the United States from the free nations of Europe 
and Asia. If in peace or war free-world unity can be de- 
stroyed, the way is open for piecemeal world conquest by the 
Communists. 

One of the main objectives of United States policy is to 
foster and encourage the growth of free people and free 
nations throughout the world. In order to remain free in the 
face of the implacable and powerful Communist pressure, 
free nations must stand together. This is the basic reason our 
Nation participates in collective security efforts. These 
efforts are indispensable to the survival of the free world and 
to our own survival as a free nation. They give us the best 
assurance we can have that we will be surrounded, not by 
hostile satellites of a predatory power, but by a generally 
friendly world of independent nations. There is no sound 
alternative to collective security. Isolation—the hoary, long- 
ago rejected and self-defeating Fortress America concept— 
not only offers no hope, but would ultimately put our country 
at the mercy of hostile totalitarianism, and in the process 
would destroy us economically and spiritually. A program 
of isolation in today’s world is a program of national hara- 
kiri. (Hearings on Study of Airpower, p. 1340.) 


It would be fatuous to assert that our defense pacts are as effective 
as they should be or that they are free from serious weaknesses. Their 
worth accrues from the fact that their strong points outweigh the 
weak. Every nation, no matter how small, has an important con- 
tribution to make to collective sec urity. In uniting for collective 
strength, the free nations have by that fact alone, done much to assure 
the attainment of world conditions conducive to their continued 
existence as free and sovereign peoples. | 
The United States cannot maintain industrial or defense produc- 

tion without access to overseas sources of critical raw 
materials 

That we could not, even if we wanted, isolate ourselves from the 
rest of the world is confirmed by the facts of our interdependence. 
We rely more than ever on overseas sources of raw materials. Seventy- 
seven strategic and critical materials are listed as essential for our 
defense production, civilian industries, and support of our economy. 
In only 11 are we self-sufficient within our own borders. The other 
66 must be imported in whole or-in part from across the oceans. With- 
cut access to these overseas sources, we could not build modern 
airplanes, nuclear-powered ships, electronic equipment, or ‘even 
automobiles. 


Atomic weapons have been made available to American forces as- 
signed to NATO as our military experts believe Europe could 
not be defended in a general war without them 

Gen. Alfred M. Gruenther has also been quoted (New York Times, 

June 19, 1956), as saying that— 


We cannot match the Russians in manpower. We may 
conceivably reduce our living standards by trying to keep a 
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defensive force in being, but we will reduce these standards 
even more by trying to match Russia in conventional weapons 
than by maintaining a force that relies upon tactical atomic 
arms. 


Originally, NATO’s defense strategy was based primarily on the 
use of the so-called conventional weapons. Atomic weapons were 
available in the hands of some United States forces under United 
States control and these weapons could be counted on by the NATO 
forces on an “assist” basis. It was 1953 before NATO planners could 
count on a “fairly full integration of these weapons”, that is, intro- 
duction of certain United States units possessing an atomic capability, 
into NATO forces. 

Gen. Lauris Norstad, General Gruenther’s successor as Supreme 
Allied Commander in Europe, confirmed and further emphasized the 
need for this change in NATO defense strategy when he declared that 
if prohibited from using atomic weapons, Europe could not be de- 
fended in a general war. He explained that the decision to use 
atomic weapons for defense had been made, stating: 

If our forces are ordered into war, our plans—which have 
been approved by the NATO Council—call for the use of 
atomic weapons. That means that, from a military stand- 
point, the use of these weapons is considered essential in the 
event of a major attack or a general war. I am convinced 
that they should and would be used should it become necessary 
to defend Western Europe and that they would be used to 
the extent necessary to accomplish that vital purpose. (U.S. 
News & World Report, November 30, 1956, p. 32.) 


Cognizance of the new weapons is necessary to the Committee on 
Foreign Affairs because of their impact on foreign policy and 
on military assistance, but the question of which weapons are 
used, how, and by whom, involves basic military strategy not 
within its competence or jurisdiction 

The committee received views meriting further study, urging the 
development of a policy with respect to the conditions under which 
atomic weapons would be used in the event of war. Some of the major 
aspects of such a policy would be based on: 

1. Efforts to stop aggression without resort to atomic weapons 
wherever possible. 

2. Limit hostilities to area of combat unless there is no other 
means of control. 

3. Should circumstances force involvement with the Soviet in 
nuclear or thermonuclear war, we should limit our targets to 
military installations only, and attempt to achieve air control. 
We should not initiate bombing of nonmilitary targets. 

4. We should attempt to reduce probability of using atomic 


elements of strength by building ourselves, and encouraging our 
allies to increase, nonatomic military strength. 

During its survey, the committee noted the suggestion of one mili- 
tary expert that consideration be given to the wisdom and effectiveness 
of supplying our European allies with the most modern techniques 
and advanced weapons, ‘The committee was informed that there are 
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weapons systems under development which, if placed in the hands of 
the free European nations, in reasonable quantity, would give to them 
the same, or nearly the same, deterrent capability now possessed by the 
United States. The committee was told of the view that just as our 
allies are not going to be willing to fight with bows and arrows while 
we have guns, so will they want the new weapons they have the tech- 
nical ability to man and operate and which we are permitted by our 
superior resources to develop. 

It is urgent that our military planners resolve the question whether 
Europe can ultimately be defended without the use of strategic ther- 
monuclear capability, that is, the use of the hydrogen bomb. This 
gives rise to a number of basic questions, including the extent to which 
we continue to furnish our allies conventional weapons. 

If Europe can only be defended by the use of nuclear or thermo- 
nuclear weapons and we continue to supply them with conventional 
weapons exclusively, are we building up a sense of false security for 
the Europeans as well as ourselves ¢ 

Although having a most significant impact on foreign policy poten- 
tials, the question of which weapons are used, how, and by seis 
is a basic strategic military matter not within the competence of 
committee concerned primarily with the conduet of foreign wiblicy y- 
It is necessary to have cognizance of them, however, for these new 
weapons may ultimately present changes in concept even greater than 
those which swept the world with the advent of gunpowder when its 
application to warfare made obsolete the strategy and arms of that 
time. 


Soviet goal of world domination and aim of technological superi- 
ority leaves us no choice but to insure our own lead 
Information available to the committee indicates that reliance on 
the new weapons will increase and that the Soviet will leave us no 
choice. As Lt. Gen. Donald L. Putt, Deputy Chief of Staff for Devel- 
opment, Headquarters, United States Air Force, expressed it: 
The Soviet are realists—they have analyzed the situation 
properly. They have determined that to achieve their goal 
of world domination they must achieve technological superi- 
ority over the United States. That is their objective. 


The General added that : 


They have stepped up their industrial production capacity 
at an alarming rate; they have funnelled their manpower 
into scientific and technical training programs so that their 
national output in this area exceeds ours twice over; and 
they have concentrated the development of their military 
power along a program which is in line with their avowed 
intention to dominate the world. (Hearings on Study of 
Airpower, p. 536.) 
There is reason to believe we have been concentrating too much 
on efforts to deter all-out war and not placing sufficient em- 
phasis on deterring peripheral conflict. Inability to cope 


with limited aggression might invite and bring on a general 
war 


There is reason to believe that because it has become so apparent 
that mutual devastation would be the common lot of victor and van- 
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quished, the possibility of deliberate general war is becoming more 
remote. But, as Lt. Gen. James M. Gavin, Chief of Research and 
Development, Department of the Army, has warned, “Inability to 
deal with peripheral wars might in itself almost invite and bring on 
a general war.” (Hearings on Study of Airpower, p. 771.) 

Our alliances, with their concomitant geographic advantage. and 
the collective strength they give us, must be maintained and strength- 
ened. Their aggregate deterrent potential, at present somewhat un- 
evenly balanced on the side of preventing major conflict, must be 
brought into balance by giving more attention to ways and means of 
controlling and stopping the little wars, the flames of which the Soviet 
has shown itself addicted to fanning recklessly in ruthless pursuit of 
Communist aims at world domination. 

Kvents have demonstrated that neither the ability to use the atomic 
bomb nor its more destructive successor, the hydrogen bomb, serves to 
prevent local conflicts. Under present world conditions the mere 
existence of thermonuclear weapons presents a hazard to peace. Our 
reluctance to use them may be mistakenly counted on by the Soviet and 
encourage them to launch piecemeal encroachment against the free 
world to the extent that our own ultimate survival compels their use, 

We now have no assurance that once begun, little wars can be pre- 
vented from becoming big wars. The free world must maintain in 
readiness adequately equipped forces and facilities for their speedy 
transportation so that prompt and effective retaliation can be taken 
against a local armed attack. Would-be aggressors must be convinced 
that such attacks will not pay off. 


Foreign military aid is part and parcel of our own defense pro- 
gram. Funds for military assistance to our allies should be 
placed in our defense budget and presented to Congress on 
that basis 

The foregoing observations on new weapons, military alliances, and 
strategic military considerations, differing in many sections of the 
globe, point up the oneness of our defense program. This is sup- 
ported by the testimony of the Chairman of the Joint Chiefs of Staff 
and all other military experts appearing before the committee, who 
are unanimous in stating that foreign military aid is part and parcel 
of our own defense program. T his combined evidence makes it clear 
that funds requested for foreign military assistance should be placed 
in the defense budget and presented to Congress on that basis. 








RELATION OF DEVELOPMENT ASSISTANCE TO UNITED 
STATES FOREIGN POLICY 


The term “development” has become increasingly associated 
with alterations in the economic life of a country, that is, raising the 
levels of income and of productivity and making more efficient use 
of human and natural resources. This emphasis upon the economic 
aspect has undoubtedly been strengthened in popular thinking by the 
legislative acts that refer to technical assistance and development 
assistance. The literature on the subject of development shows an 
increased awareness that development involves more than economic 
change. The more the history of development has been studied the 
more clearly the influence of these other factors such as political and 
social elements has been recognized. 


The development process of the Western nations spans several 
centuries and is characterized by institutional and social 
changes capable of supporting and encouraging economic 
changes 

The circumstances that gave rise to the development of the West 
are still a matter of debate in the ranks of historians, economists, and 
social scientists. There is sufficient agreement on a few benchmarks 
to make possible some generalizations. Perhaps the most important 
is the fact that the development of the Western World must be meas- 
ured in decades and even centuries. Its course was one of trial and 
error unencumbered by plans, priorities, or goals. 

Noneconomic factors provided a hospitable climate for the uncharted 
pioneering that characterized economic development. An intellectual 
outlook favorable to challenge and to change was present. Political 
institutions evolved, and increased popular participation in their 
functioning gave them increased popular support. Old social pat- 
terns slowly dissolved and were reformed in response to the demands 
and discipline of a society undergoing industrialization. All of these 
elements, and a host of lesser ones, did not readily accommodate them- 
selves to the impact of economic development. Resistance and vio- 
lence appeared at many times and places. But the consequences today 
of these movements on many fronts are institutions, patterns, and 
values that provide the broad base upon which economic development 
rests in the Western World. 


The current emphasis upon development should not obscure the 
fact that the underdeveloped countries have some degree of 
development as a result of long association with the 
developed countries 


Western economic development was long in time and short in space 
in the sense that it occurred in a geographically small part of the 
world. In contrast, the present emphasis on development is short 
in time and long in space. Underdeveloped countries have a sense 
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of urgency about their development. Almost all of them have at- 
tempted to plot their course by means of plans and goals. The areas 
that aspire to development today almost circle the globe. 

Despite their diversities in background, the underdeveloped coun- 
tries have a long history of association with the developed countries. 
Some were dependencies of the latter; almost all had some trade with 
the developed countries. In either case, the underdeveloped areas 
have borrowed some of the products of the developed areas. In the 
noneconomic field the most obvious example is the adoption of the 
framework of democratic government. In the economic field every 
country offers incongruous contrasts between the new and the old— 
modern banks and native moneylenders, factories, and handicraft 
manufacture, automobiles and animal-drawn carts, heavy construction 
machinery and hand labor. Hence no country can start its develop- 
ment program from scratch. This partial development has become a 
well-entrenched part of the country’s life. It cannot be abandoned 
without costly readjustments. Moreover, it tends to set the course of 
further development. 


Development depends upon more than technical or economic 
changes 


It is generally agreed that there are two related prerequisites of 
development. The first is a desire for it. This supplies the motiva- 
tion, not the direction. The second is a willingness to pay the price 
involved in terms of modifications of existing attitudes, values, and 
institutions. ‘The products of the developed countries, particularly 
in the form of physical goods, are widely accepted. But too often 
they are regarded as ends in themselves rather than a generative force 
that will raise new problems in other fields. A modern highway will 
be readily appreciated as a convenient means of communication. Its 
impact upon the marketing and distributive processes of the country 
and its encouragement to mobility, to suggest only a few effects, creates 
new problems that may only strain the economy and increase political 
discord. 

Development means a change not only in economic patterns but in 
political, cultural, and social relations. Change means disruption, 
tension, and clashes of interest. Unless the institutions that can deal 
with these elements are firmly established and reasonably responsive, 
development will be retarded if not checked. This relation between 
the end products of technical development and the supporting frame- 
work within which they can be acquired and sustained has been over- 
simplified or ignored. 
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The lack of capital is not the principal obstacle to economic 
development 


Before we can talk about balanced development we need more 
balanced thinking on what constitutes development. To many of the 
underdeveloped countries capital is the principal, if not the only, miss- 
ing element retarding development. The dev eloped countries have en- 
couraged this interpret ation by excessive attention to capital require- 
ments and a minimum concern with other factors. 

The President of the International Finance Corporation, Robert 
L. Garner, recently made this observation : 


Too often we hear that lack of capital is the principal 
obstacle to economic development. The experience which I 
and my associates in the Bank have had with this problem 
over the past years disproves this. We have found that the 
human factor—whether in government or in private enter- 
prise—is a more important ingredient than is money. In 
private industry, in particular, the intelligence, vigor, and 
vision of management are often worth more than the most 
modern of buildings and machines. The very pace of cur- 
rent technological development of communication and trans- 
port, of marketing and advertising, calls for management 
both broader and deeper in its operations than ever before. 
Although there is a widespread recognition in the less de- 
veloped countries of the need for specific skills in industry 
for the engineer, the chemist, the mechanic—what is less 
recognized is the even greater need for executive experience, 
for the men who can make sound policies, guide the enter- 
prise as a whole and direct the specialists. There must be 
the know what as well as the know how. 





The International Bank study of one of the Latin American coun- 
tries includes this comment : 

It must be recognized that capital is only one element 
contributing to economic growth, and that its productivity 
depends on the quality and quantity of the other factors 

* * Skilled management, the availability of qualified 
technical personnel and adequate support from govern- 
mental organizations are as essential as the mere availability 
of machines and other capital goods. Investment, in par- 
ticular in modern machines, is ¢: tpable of yielding the highest 
returns only if combined with sound management, asso- 
ciated with properly trained labor and operating in con- 
junction with government institutions which provide the 
appropriate guidance, support, protection, and incentives. 

It is the present inadequacy of these elements, as much as 
the shortage of capital, which is handicapping (this coun- 
try’s) agriculture. 
Other country studies made by the Bank contain similar observa- 
tions on the relative role of capital. The overemphasis on capital, 
as evidenced by our operations abroad, led one study mission to report 
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that “money is a measure of our interest, not a yardstick of our 
success.” To the extent that the problem of breiaee has been 
considered in financial terms and the other factors correspondingly 
reduced in importance or overlooked, the whole process of develop- 
ment has been retarded. 


Institutional and human elements are more often obstacles to 
development than is the absence of capital 

If it is correct that economic development is more than economics, 
it is unrealistic to search for an acceleration of development only in the 
narrow range of economics. The barriers imposed by the absence or 
presence of other factors that condition development must be recog- 
nized although their relative importance within a particul: wr country 
inay be a matter of debate. An identification of some of those most 
frequently commented upon by those who have studied the develop- 
ment process should at least give pause to the usual explanation that 
sufficient capital will assure dev elopment. 

Many of the underdeveloped countries are going through the first 
blush of nationalism—a period of great emotion, hig h ideals, and ex- 
travagant promises. The parliamentary system which many have 
adopted is not an indigenous form of government and its acceptance 
is no assurance of a devotion to democracy. Its slow response to 
pressing problems adds to the internal strains and stresses. The de- 
nid for political stability is more likely to be found under a strong 

‘(Ataturk isan example) than under a westernized version of gov- 
ernment. The destruction of old forms of government and an un- 
fainiharity with new forms only lead to frustration and to mounting 
dissatisfaction within the country. 

The underdeveloped countries have embarked upon elaborate pro- 
grams of social service. The price of political survival is their continu- 
ation. But too frequently they are conducted with a degree of efficiency 
snd on a seale not commensurate with the country’s resources. They 
constitute an immediate demand on the meager public funds, thereby 
exerting inflationary pressures. Equally important, they are a drain 
upon the thin ranks of trained personnel who otherwise could apply 
their talents in nongovernment enterprises. 

‘Two demographic phenomena, not pee ‘uliar to the underdeveloped 
countries, complicate their problems. The population is increasing, 
particularly in the younger age groups, and there is a marked shift 
from the land to the cities. Rapid urbanization is in many ways the 
more pressing with its mounting demands for housing and employment 
opportunities. The inability to cope effectively with these problems 
has already produced explosive situations in several of the countries. 
Urbanization problems have been dealt with to the neglect of the 
countryside, thus aggravating the existing disparity between the urban 
and agricultural sections of the population. 

The attitude of the underdeveloped countries toward capitalism has 
been colored by their contacts with the developed countries. In the 
Near East and South Asia capitalism is equated with colonialism. In 
Latin America it is associated with earlier relations with the United 
States. These political overtones are a part of history and probably 
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little can be done to rewrite that period of history. The immediate 
problem is to make more intelligible the constellation of forces that 
characterize capitalism as a rational system of production. Invariably 
the emphasis falls upon capital in the sense of money. The function 
of the entrepreneur is minimized or disregarded. The pressures for 
more rapid development require the governments to assume a larger 
role, thus discouraging economic ventures by private citizens. Produc- 
tion with the risks and responsibilities it entails is less attractive than 
trade and land. 

The cultural background of the underdeveloped countries is charac- 
terized by social patterns that limit the individual freedom of choice 
of opportunities and of mobility. Caste or class rigidity, strong famil 
or clan ties emphasize conformity rather than individualism, the ef- 
fect of which is to deny the maximum utilization of a country’s human 
resources. In many countries a majority of the population has re- 
ligious attitudes that do not encourage capital accumulation. The 
International Bank study of the economic development of one of the 
South Asian countries points up these factors: 


* * * The economy has been too specialized to favor a 


diffusion of attitudes of curiosity in the scientific sense, or to 
give scope for a general habit of business enterprise and in- 
novation. * * * Religious forces are powerful and have un- 
doubtedly exerted a conservative pressure. The influence 
of the caste system, which (that country) long ago discarded 
as a formal social structure, has lingered in a continuing dis- 
inclination to enter many nonagricultural occupations and a 
tendency to avoid job changing. * * * There is a widespread 
reluctance to depart from established routines, not only in the 
development of new productive ventures but even in existing 
enterprises. ‘The few individuals who might be willing to 
pioneer new lines of production are often thwarted by lack of 
adequate technical guidance and by a reluctance of private 
and institutional capital to join in a departure from beaten 
paths. 


The direct relation between development and literacy is a generally 
accepted proposition. Illiteracy is a major characteristic in the under- 
developed countries. In areas that were formerly colonial depend- 
encies the language of the metropole was the principal means of com- 
munication among important, if not large, sections of the population. 
As part of the new nationalism this has been rejected. But finding 
an alternative is not an easy problem. In many of the countries 
numerous local languages are used. Instruction in them strengthens 
provincialism and hampers the growth of national unity, while in- 
struction in one of the major tongues often meets with resistance from 
the less-favored groups. 

The maintenance of a military organization is a requirement of 
government. From the viewpoint of development it may be both a 
barrier and an aid. The influence of the military in the government 
is generally greater in the underdeveloped countries. Hence the mili- 
tary is in the position of a favored claimant on the country’s limited 
funds. The level of equipment must bear some relation to the threats 
that must be met. To the extent that military costs are an abnormally 
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large burden on the resources, they distort the economic structure and 
add elements of uncertainty to a development program. On the other 
hand, the use of modern weapons even of the — types and the 
or canization of an army require certain basic skills that may be 
carried over into civilian life. 
There are limitations on the extent to which the underdeveloped 

countries can speed up their development by borrowing from the 
technology of the developed countries. The gap between the under- 
developed countries and the developed countries is widening as the 
latter maintain a rapid rate of development while the former are only 
in the earliest stages. Modern technology involves costly and complex 
capital goods which the underdeveloped countries with their limited 
resources cannot afford. To the degree that modern machines are 
labor-saving devices, they create serious internal dislocations and add 
new tensions. If the underdev eloped countries are to draw on West- 
ern accomplishments, it would be preferable that they borrow a techno- 
logical change that represents a modest improvement rather than a 
radical innovation. To jump from wooden plows to tractors while 
landholding patterns remain unchanged is a disservice to the under- 
developed countries. The rate of technological change must be geared 
to the pace at which necessary institutional and social changes can be 
made. 


Although we have justified economic assistance on a number of 
grounds, the most important reason is that nations are 
determined to develop. Only by participation in that process 
will we have an opportunity to direct their development along 
lines that will best serve our interests 


The reasons why we are in the development business and what we 
hope to accomplish by it need some rethinking. In 1949 the tech- 
nical assistance progr am was described as an expression of United 
States concern for the “material progress” of the underdeveloped 
people “both as a humanitarian end in itself and because such pro- 
grams will further the advance of human freedom, the secure growth 
of democratic ways of life, the expansion of mutually beneficial com- 
merce, and the development of international understanding and good 
will.” During committee consideration of the program, the point 
was made that the technical assistance program was one “which every- 
one can support, because whatever emphasis the individual puts on ‘it 
he can find it met in the program. Politically, economically, social, 
or humanitarianism, from any of these points ‘of view, this is a good 
program.” Development assistance as a projection of technical assist- 
ance was added to the program. In the interests of national security, 
defense support was also added. The essence of all these purposes 
has been written into law and incorporated in agreements with aid 

recipients. Perhaps these programs add up to a national vitamin 
pill that we can administer to others and, at the same time, make our- 
selves feel better. 

The extension of economic assistance by the Soviet Union, discussed 
above, introduces still another element in our thinking. There is a 
conviction on the part of many that the Soviet program is a testimony 
to the effectiveness of our own activities in the underdev eloped _coun- 
tries. To lessen our efforts now, it is argued, would be a sign of defeat. 
If the main justification for our aid is only to counter Soviet proposals, 
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we are placed in a vulnerable position. We reduce our program to a 
barter level, with a consequent loss of influence and respect. 

If our own focus is blurred, consider how much more so it must 
be for those abroad. Humanitarianism in the sense of benevolence 
and social solicitude creates suspicion and incredulity. Our political 
ideas are offered in a context that suggests we are trying to make 
“every boy and gal that’s born into this world alive—either a little 
Liberal or a little Conservative.” The economic programs are car- 
ried on in isolation from the country’s other problems. The latter 
nay determine the success or failure of the economic programs rather 
than the assistance we extend. Where we are carrying on several 
types of economic projects, such as development assistance and tech- 
nical assistance, the approach becomes so fuzzy as to raise a question 
whether this may not be a new version of economic imperialism. 

The simple proposition that economic development is followed by 
eood works and good will merits some consideration. The United 
States has fought its most bitter wars against Germany and Japan, 
both developed nations. The present threat to the peace is from the 
Soviet Union, a rapidly developing country. The current crisis in 
the Near East raises reasonable questions about the relation of our 
assistance to underdeveloped countries and the direction of their poli- 
cies. Egypt and Israel have received relatively large amounts, Jordan 
a small sum, and Syria almost nothing. W auld larger sums have as- 
sured stability in the area? Is Americ assistance capable of 
affecting popular attitudes and political iactanak ite simong those 
countr ies ? 

The desire for development was not initiated by the United States. 
It is an aspiration of the underdeveloped countries themselves. This 
in itself is not a justification for doing something about it unless we 
determine it to be in our own interests. It is certain that standing 
aside will make it impossible for us to play any part in shaping the 
direction in which their development moves. Participation, on the 
other hand, does not automatically assure us that the alternative will 
be true, but it makes it more probable that we can exert some influence. 

The simple fact is that there are more people in the underdeveloped 
areas than in the developed areas. Their role in shaping history is in- 
creasing. At the worst, they can turn against us. This would not be 
in our national interest. A second possibility is that they can main- 
tain a high nuisance value. While this course would not be as dis- 
astrous for us as the first, it would fall far short of the world we 
would like to see. The third possibility is that they move in a direc- 
tion more nearly in accord with our own. Their decisions may not be 
identical with ours. The important consideration is whether the 
judgments and determinations that underlie these decisions reflect 
values acceptable to us. 


Assistance should not be given unless the recipient country is 
willing to make the necessary institutional changes that will 
assure its greatest effect 

Conditions attached to our aid programs have come under increas- 
ing criticism. We have to recognize that alternative sources of aid 
such as that supplied through international organizations and by the 

Soviet Union, together with moderate internal improvements in a 
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number of the underdeveloped areas, make it more difficult to reach 
agreement upon the conditions of our aid. 

The issue is not whether we should or should not use “strings” 
but what strings will accomplish the purposes we seek to achieve. 
The attempt to attach political conditions overlooks the fact that 
there is an interplay of economic and noneconomic factors in every 
program. Political strings inevitably have some economic conse- 
quences. The reverse is equally true. If development is to be more 
than a collection of projects and programs reflecting advanced tech- 
nology, excessive restrictions in any one phase are self-defeating. 

There are two parts to the problem of attaching conditions to our 
assistance to the underdeveloped countries. The first is that their 
internal development and stability are at a level that makes it inadvis 
able for the United States to give assistance without some reasonable 
assurance that it will be used with maximum efficiency. Assistant 
Secretary of State Walter S. Robertson made this point before the 
recent meeting of the Colombo Plan nations. 


* * We are sometimes criticized for what are regarded 
as unnecessarily complex and cumbersome procedures. — It is 
wlieged that these procedures not only result in delays in im- 
plementation but in some instances it has even been charged 
that they may impinge upon the internal affairs of the coun- 
try. 

‘These procedures are sometimes termed “strings.” It 
would be much simpler for the governments concerned to dis- 
pense with all forms and reports. But accountability for 
government spending is one of the requirements of repre- 
sentative government. 

The American people have a very great interest in the 
results of these programs. A million dollars, comparatively 
speaking, may seem to be a small sum in a period when bil- 
lions are being spent. But a million dollars will provide 
several hundred Americans with a college education or buy 
tractors for 500 American farmers. American citizens who 
put up this million dollars in the form of taxes insist upon 
assurance that the million dollars serves the purpose for 
which it was intended. It is this consideration that makes 
necessary the procedures which sometimes seem complicated. 
They are necessary in order that our Congress may be com- 
pletely informed as to the expenditure of the funds it has 
appropriated. 


The second part of the problem is an awareness that these countries 
are the most sensitive about any infringement, real or imaginary, of 
heir independence. All program requests are in writing, but it is a 
question whether the initiation of the program was stimulated, di- 
rectly or indirectly, by our administrators. No assistance should be 
extended unless a country wants it, shows an understanding of the 
possible consequences of the program, and is willing to make the 
necessary institutional changes its success may require. A highway 
project is more than the completion of a highway. It may create 
problems in population movement, open up new agricultural area 
gradually affect marketing patterns, and alter local political aia 
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Some of the anticipated consequences must be in the realm of specu- 
lation. But the recipient government must be made aware of the 
ossible chain reaction and be willing and able to make adjustments 
in related fields. Negotiations on each program or project agree- 
ment should include a consideration of these factors and an expres- 
sion of willingness by the recipient to undertake the necessary changes. 
Any reluctance by the recipient to follow through warrants a sus- 
pension of our assistance. 
The Honorable George F. Kennan, former Ambassador to Russia, 
expressed this view in his testimony : 
I think that people ought not to get it (economic aid) un- 
less they want it very, very badly and unless the local govern- 
ment that accepts it is prepared to support it in full against 
its own people, that is, before its own people. I would never 
give any aid where we do not find the local government tak- 
ing full responsibility for asking for it. Whenever our aid 
gets the tinge of being something we are forcing on other 
people we ought to get out. * * * I do not think we ought 
ever let it get so far that the local government asks us, as I 
believe it did in Indonesia, to withdraw our aid programs. 
They ought to have been withdrawn long before we had such 
a thing happen to us. In other words, I think we ought to 
keep the heat on in the sense of saying to these people all the 
time “Are you sure you really want this now? Remember, it 
is your decision, not ours. You are the people asking us to 
give it to you. If you do not like some of the effects of this 
in your country, do not blame us. You asked for this aid, 
you thought it over, you are sure this is what you want.” I 
would not let them get away from that position. (Hearings, 
pp. 176-177.) 
The International Bank study of the economic development of one 
of the Middle Eastern countries stressed this point: 


* * * The government must be vigilant in anticipating 
and surmounting the many difficulties that will inevitably 
arise as economic development gets underway. To arouse 
the interest and mobilize the seteasinatio cooperation of the 
people at large, education must be greatly improved along 
the lines on which particular stress has been laid in this re- 
port, namely, elementary education for the children, voca- 
tional education for the farmers, industrial workers, and 
artisans, and fundamental education for as many adults as 
possible. Success is impossible with a passive population. 
Individual (citizens of this country) must be given through 
the press, the radio, and other media an understanding of 
what the government is trying to accomplish and how they 
themselves can contribute to the attainment of the objectives. 
They must also realize their stake in the program in the form 
of a rising standard of living and a hope for a better future 
for their children. Development is a truly individual as 
well as a national effort * * *, 
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Funds should be made available on a long-term basis 


Witnesses before the committee have made the point that our 
assistance should be put on a long-term basis. The principal criticism 
is that the annual cycle of authorizations and appropriations does not 
permit a long view of development and that the underdeveloped coun- 
tries themselves are discouraged from giving attention to the formula- 
tien of plans and projects that may “have to be abandoned by the 
sudden withdrawal of American support. 

Mr. Howard C. Petersen, of the Committee for Economic Develop- 
ment, made this suggestion: 


A minimum step would be the enactment of a continuing 
authorization for the appropriation of funds, up to some 
specified limit, for economic development assistance. This 
would not lessen the power of Congress to review and control 
the program. But it would express the fact that this is a 
continuing function of Government, not requiring annual 
redetermination of whether we should be engaged in it. 
(Hearings, p. 49.) 

The statement of policy incorporated in article 2 of the Mutual Secu- 
rity Act of 1956 was pointed out during the hearings (p. 56) by way 
of illustrating the concern of Congress in the continuing program, 
Another statement of congressional intent also appears in section 
14 of the same act and des 1ls more specifically with the underdeveloped 
countries. 

Without detracting from these statements as an indication of sus- 
tained congressional interest in the underdeveloped countries, the 
heart of the problem lies in the annual authorization-appropriation 
cycle. One possibility is to provide a continuing authorization for 
development programs. The responsibility would then fall on the 
Committee on Appropriations to recommend and the Congress to 
vote such sums, not necessarily annually, as may be determined nec- 
essary to carry out the programs. This is the approach used for the 
support of the Intergov ernmental Committee for European 
Migration. 

This would relieve the Committee on Foreign Affairs of any 
further concern with development programs except where the 
authorizing language may require amendment. On the other hand, 
if these programs are to be considered in the larger framework of 
foreign policy, the Committee on Foreign Affairs should retain some 
control over them. The committee has handled these programs from 
their inception. Through testimony and travel its members have 
gained an understanding of their relation to other phases of our 
foreign policy. Under the Legislative Reorganization Act the com- 
mittee is made responsible for “relations of the United States with 
foreign nations generally” and for “foreign loans.” Further, a perma- 
nent authorization relieves the executive branch of accountability, 
at least within the House of Representatives, for the foreign policy 
implications of the programs. 

Another possibility 1s to authorize a specific sum of money to be 
continued available without any time limit on its use. Against this 
authorization Congress would make appropriations without a time 
limit. When the executive had used up the funds, whether in 2 years 








44r FOREIGN POLICY AND MUTUAL SECURITY 


or 5 years, it would have to justify a request for additional money 
before the Committee on Foreign Affairs and the Committee on Ap- 
propriations. This approach removes the c omplaint about the annual] 
legislative cycle. It would permit the executive branch to plan and 
execute programs of more than 1 year’s duration. At the same time. 
it would require an accountability to Congress on matters of poliey 
and of accomplishment. Justification for additional funds would be 
presented in terms more concrete than the obligation of old money aud 
illustrative programs for new money. 


Assistance should be given on a loan basis. A limited amount 
may be made available for grant aid to meet unusual situa- 
tions 

One of the most discussed points about the aid program is whether 
assistance should be extended on a grant or loan basis. The over- 
whelming testimony presented to the committee, and supported by 

various studies, favors loans. A donor-recipient relationship, al- 
though initially acceptable, gradually deterioriates as it is perpet- 
uated. Donors understandably become more reluctant to give. par- 
ticularly if results are not readily apparent or conditions worsen. 

Recipients slowly lose, or are reluctant to assert, the initiative neces- 

sary to adjust their programs and attitudes to the basic requirements 

of sustained development. 

Loans, on the other hand, have a built-in disciplinary value. By 
their very nature they place upon the borrower a responsibility for 
some forethought and a prudence in their use. The prospect of re- 
payment will raise questions pertaining to the adequacy of the tax 
system. Tax reforms can be more readily justified on the basis of the 
government’s obligation. Modern technology requires costly equip- 
ment. A government faced with the prospect of paying for equipment 
may be more willing to settle for equipment that may not be the most 
modern but is adequate for the degree of development the country has 
reached. Loans usually involve amounts greater than those obtainable 
through grants. They are made over a period of years. These fea- 
tures permit long time commitments for large projects with an assur- 
ance that sufficient sums will be available to see the projection to 
completion. 

The loans envisioned are those popularly referred to as “soft” or 
“fuzzy” loans. The period of repayment would be longer and the 
interest rate would be lower than the usual bankable loans. Although 
made in dollars, they would be repayable either in dollars or local 
currency or possibly in commodities or services. Initial repayment 
would not be required for several years, perhaps 3 or 5. It may 
take that long to complete a particular project and derive any fiseal 
benefits from it. If, at the time the initial payment is due, a country 
finds that circumstances require a further period of deferment, the 
loan could be renegotiated. The record on repayment of loans is 
much better than is generally realized. This does not suggest that it 
will continue to be as good. As loans become the accepted method 
of aid. defaults may be expected and some may have to be written pe 

3ut the advantages of loans over grants are sufficiently favorabl 
to warrant this risk. 

One of the principal and immediate requirements of many of the 
underdeveloped countries is foodstuffs to meet the demands caused by 
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a rising population and initial dislocations stimulated by develop- 
ment projects. Our agricultural surpluses provide a means for meet- 
ing this need. As Dr. Roy Blough pointed out: 


In selling agricultural surpluses abroad we are being paid 
in part with promises to pay in the future, not in dollars but 
in local currencies (Hearings, p. 319). 

Mr. Peterson stated to the committee that agricultural surpluses 
can furnish capital by permitting a country to “divert its own money 
from spending for food to spending on capital improvements” (hear- 
ings, p. 62). The sale of these commodities for local currency which, 
in turn, is lent to the local government for development purposes 
establishes a creditor-borrower relationship that offers some prospect 
of repayment to the United States. By using our surpluses to further 
our foreign policy the program is also more acceptable to the American 
people. 

Apart from the broad statement that assistance under the Mutual 
Security Act shail emphasize loans rather than grants wherever pos 
sible and a specific requirement that a minimum of 80 percent of 
money for development assistance shall be on a loan basis, the noney 
made available under the Mutual Security Act can be given on a 
grant basis. ‘This is precisely what has been emphasized and loans 
have been the exception. It would appear desirable to reverse this 
all the funds to be on a loan basis with grants the exception. ‘The 
most certain way to accomplish this is to write it into the law. ‘There 
will be circumstances, however, when grants will have to be made. 
For example, the low level of development in some of the most under- 
developed countries can probably only be met by an outright grant. 
A major catastrophe or international events that disrupt the country’s 
economy may also require straight grant aid. There will also be those 
cases where, in our national interest and unrelated to any economic 
objective, it may be desirable to give a particular country grant 
assistance. 

Funds to be used on a grant basis may be determined in 1 of 2 
ways. The first is to authorize a percentage or a fixed amount of the 
total economic assistance money for grant assistance. The second 
possibility is to establish a special fund such as that made available 
to the President under section 401 of the Mutual Security Act. In 
either case, the determination of the use of this sum on a grant basis 
would be left to the discretion of the President in accordance with 
the general objectives of the law. As in the case of the loan fund, it 
would be authorized and appropriated on a no-year basis and its re- 
plenishment by the Congress would require a complete justification. 


Criteria must be developed that measure the accomplishments of 
programs in more than statistical terms 

The economic emphasis of the development process is reflected in 
the criteria used to evaluate its success. The evidence is presented 
in quantitative terms, such as the acreage improved, the power gen- 
erated, or the schools constructed. Statistics reflecting an increzse 
in national income are expressed in averages that reveal nothing 
about an alteration in the distribution of the income. If the benefits 
accrue only to a small group, thereby widening the gap between the 
beneficiaries and the masses of people, such statistics conceal a serious 
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defect in the program. Nonstatistical evidence offered to congres- 
sional committees consists principally of endorsements by American 
and local officials, supplemented by human interest stories. 

The more rapid and the larger a program is, the more imperative 
it is to take constant readings of its contribution to the development 
process. An apparently spectacular success may be due only to a 
concentration of limited resources on a program at the expense of 
neglecting complementary programs. Some programs have been 
developed in an effort to capitalize on shortages abroad such as those 
caused by war. But programs geared to special and relatively tem- 
porary conditions abroad, even though successful in terms of pro- 
ducing foreign ¢xchange for a time, may be incapable of being 
sustained, much less justified, for a long-time development program. 

Development programs are scattered throughout a country. Some 
are the products of United States assistance while others may be the 
resultant efforts of the recipient givernment or international agencies. 
Their technical qualities can only be judged by specialists. But to 
pull together the bits and pieces of individual programs and make 
an intelligible and meaningful evaluation of their total effect on a 
country’s development has seldom been attempted. The problem is 
not to pay less attention to the quantitative elements in development 
but to give greater attention to such factors as educational and insti- 
tutional changes that have resulted from technical advances. If local 
capital is to assume a larger burden, legal changes must often be 
made that will encourage local capital accumulation, for example, tax 
collection, banking and currency practices may have to be modified. 

It would be difficult for Congress to write into the law a set of 
criteria against which evaluations should be made. But it would not 
be unreasonable for Congress to insist that such criteria be developed 
by the administrator and that evaluations be presented to congres- 
sional committees. By putting the program on a long-time basis it 
should be easier to devise criteria that reflect more meaningfully the 
extent and depth of development. The determination of such criteria 
in itself would force a clarification of the objectives of development. 


The separate sections of the Mutual Security Act that provide 
for different forms of economic assistance should be merged. 
Assistance should be given on the basis of the problem to be 
met 

Economic assistance is presently extended under three separate 
sections of the Mutual Security Act. These are defense support, 
development assistance and technical assistance. Fach of these cate- 
gories has a different history both as to purpose and as to time. The 
fact is, however, that all of them are designed to contribute to the 
economic strength of a country. No constructive purpose is served 
by trying to classify a program in one category or another. The 
fundamental question is whether a particular country needs assist- 
ance. If it does, then such assistance should be extended to accom- 
plish the purposes sought, whether it be a port facility, a health center, 
or famine relief. The adoption of this proposal is in accord with the 
general philosophy expressed elsewhere in this report to provide more 
flexibility in seeking to accomplish the aims of the program. 
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A small professional development service offering a permanent 
‘areer Should be established 

On the assumption that the United States is going to be in the devel- 
opment business for some time and that there will be demands for 
American technicians, some attention should be given to the creation 
of a small professional service offering a permanent career. The expe- 
rience gained over the past years supports this conclusion. Recruit- 
ment of middle aged or older technicians has become increasingly 
difficult. The peri iod of service is usu: lly 2 years. Assignment is to 
a particular country, thereby denying flexibility in the use of their 
services, The problem of synchronizing the arrival of an American 
short-time emp!oyee with the arrival of supplies and equipment and 
with the readiness of the local government to proceed with the program 
is one that results in the waste of valuable services. However pro- 
ficient the individuals are as technic lans, few of them have had any 
association with alien cultures. The short training course given before 
they leave the United States is inadequate. A longer one can hardly 
be justified considering their limited tour of duty. 

A career developm ent service would attr act younger people with 
specialized skills. Their initial training would include a study of peo- 
ples with different cultures and where possible some local language. 
Assignment would be on the basis of need without regard to a fixed 
tour of duty. Thus, they would stay with a job until it is completed 
or at least well underway, except for periods of home leave. They 
would be responsible for the training of local personnel. When as- 
signed overseas, their salaries and allowance es would be paid by the 
local government. When on assignment in the United States, their 
salaries would be paid by the United States. No invidious reference 
is to be drawn by suggesting that the or ganization of the British 
Colonial Service be studied. Today that Service is engaged in assist- 
ing peoples at all levels of dev elopment. The personnel practices it 
has de ‘veloped merit some consideration in dealing with a problem in 
which our Government has had very limited experience. 


Consideration should be given to the training of local personnel 
in military service as the means of imparting skills to more 
individuals 

Most of the underdeveloped countries maintain a military organi- 
zation whether or not it is supported by the United States. The better 
equipped it is the greater its need for persons with varied skills. 

Many of these skills are the kind required to further nonmilitary 

development programs. Some thought should be given to the degree 

to which the military and nonmilitary programs of countries can con- 
tribute to its overall development. Several years ago one member of 
the committee made some observations along this line. The main 
issue, as he saw it, was how a relatively small number of qualified 
technicians could impart skills to the mass of population in the under- 
developed countries. He noted that in many of these countries the 
army is a nonprofessional one in which the individuals serve for 
periods of 1 or 2 years. Their military training could be supple- 
mented by technical training , including reading and writing, simple 
agricultural techniques, and basic mechanical skills. No U nited 
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States military personnel would be used in these programs even where 
the United States operated a military program. American civilian 
personnel would be used only to assist in laying out courses of study 
and training groups of local peoples to do the actual training. This 
approach would have a number of advantages : 

The training would reach more people than the present method 
of operation which is limited to relatively few centers. 

The level of training would be geared to the needs and capacity 
of the country instead of stimulating needs that cannot readily be 
satisfied. 

Recruits returning to their villages over the entire country would 
be able to put their training to immediate use. 

t. By offering constructive skills capable of application after mili- 
tary service it woul 1 create a greater sense of satisfaction with mili- 
tary service and should develop a larger measure of loyalty to the 
Gcovernment. 

The general level of development would move forward at a more 
uniform, even though slower, r: ube, 

6. The training would build upon the existing economic structure 
and provide the basic skills that a country must have for sustained 
development. 

7. The more limited role of American personnel should make pos- 
sible the recruitment of individuals who may presently not choose 
overseas assignments because it involves living in isolated communities. 

s. No costly supply and equipment component would be necessary. 


The exchange of persons program should be continued 

The training of local personnel will also have to be reconsidered if 
loans are the normal type of assistance. On-the-job training should 
be required as a condition of loans. Training currently carried on 
under the category of exchange persons: i. e., persons brought to the 
Tnited States, presents a different aaacioes The recent report of 
Dr. .!. 1. Morrill. president of the University of Minnesota, examined 
the growing duplication between the Fulbright and Smith-Mundt 
programs, on the one hand, and the ICA programs, on the other. He 


recommended the appointment of a high-level coordinator whose duties 
would include a clarification of the jurisdiction between the Fulbright- 
smith- Mundt programs and the ICA programs. Perhaps an easier 

nd sharper line to separate them would result if ICA exchanges were 
lin ‘ited to individuals directly connected with a project or program 
carried out by a United States loan or grant. All other exchanges 


would be handled through the administrative and budgetary ma- 
chinery of the Department of State as at present. Despite the admin- 
istrative confusion that has characterized the exchange programs, they 
are generally regarded as one of the most valuable parts of our opera- 
tions. Every effort should be made to maintain them, if not expand 
them. But governments using borrowed money may want to conserve 
their dollars by cutting back on the exchange program. This is one 
activity where a departure from the “all loan” provision would seem 


wl Sse. 
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The United States should not give preference to multilateral 
agencies in extending economic assistance 
The extent to which international organizations can and should be 
used by the United States in supplying development assistance Is a 
matter of divergent views. Dr. Philip E. Mosely, in testimony before 
the committee, summarized some of the advantages of using the multi- 
lateral method in these words: 


Strengthening the multilateral channels means we can tap 
available resources in much smaller amounts, but still very 
usefully, in a variety of countries * * The more we do it 
untlaterally the more they look to us because we look like the 
best source. If they have to submit their projects to an inter 
national agency which reviews them with a large : amount of 
technical and economic e xpertness included in that review. 
they will not be able to turn their frustrations against us : ~~ 
feel “If only the United States would do this and this for. 
we would get ahead fast.” 

If they have to turn to an agency where they are justifying 
their claims to a var iety of nations this takes the onus off 1 
and also may provide a further channel by which other odes: 
trial countries, aside from our own, will be able to add their 
part to the development, and with the weakening of empires 
and colonial rule any additional channel of that kind which 
will help the underdeveloped countries and bring the indus- 
trial countries into a better relation with them, divorced from 
direct political control, the better the evolution will be. 
( Hearings, p. 88.) 


Not only does the multilateral approach spread the financial contri- 
bition but it makes available the services of technicians from many 
countries. The difficulties experienced by the United States in re 
oe a sufficient number of competent specialists point up this 
advantage, partic ularly since foreign tec — ians often have had some 
experience in working in less developed are: 

Mi: my of the underdeveloped countries are hypersensitive about 
their independence. Participation in their development a ums 
even 1f confined to advice, involves a degree of interference in) their 
domestic operations. Advisers and technicians employed by an inter- 
national organization are usually regarded as political and economic 

eters whose only purpose is to get a job done. Hence they may be 
more accepts able and can work in fiel Is that a government regards as 
Mephctalw ‘so far as its security ts concerned. Dr. Roy Blough, who 
‘ly was connected with the United Nations, told the committee 
of the alleged attitude of Indonesia in this regard. 


forme 


I was told there was resistance to receiving United States 
technical assistance in some fields, for exampie, the geological 
survey. There wasa belief in some quarters that information 
collected in the course of certain technical assistance projects 
had been used against Indonesian interests by the United 
States Government and there was fear that information 
might be turned over to United States private industries * * * 
(Hearings, p. 320.) 
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Another type of program where international participation may be 
more acceptable than bilateral participation is in public administra- 
tion, especially if it involves the reorganization of ministries of 
government. 

The participation of the Soviet Union in the United Nations Ex- 
panded Program of Technical Assistance, the principal multilateral 
or ganization engaged in this field, has only raised further ques- 
tions about the extent of United States contributions to it. Dr. Mosely 
offered this observation: 


I feel the risk of having the Russian representatives take 
part in the decisions is small because decisions all have to be 
worked out in an open way. 

What worries me about Russia’s participation in aid-trade 
programs is its secret negotiations on a bilateral basis with 
Afghanistan or with Indonesia. 

If the Russians bring into an open forum what they are 
willing to do, it takes the political sting out of it. If they 
refuse to come into an international channel, it also makes 
it clear that they are pushing their program for a directly 
political purpose. Also, international negotiation will make 
it clear how little they are really willing to do. (Hearings, 
p. 89.) 

Dr. Blough conceded that— 


The Soviet bloc is of course a problem, but if the require- 
ment is made that the funds contributed shall be converti- 
ble into currencies which the underdeveloped country wants 
to spend, so that it can spend the — y where it w ishes, the 
problem should not be serious. I believe this has been the 
experience with the expanded program of technical assist- 
ance. (Hearings, p. 324.) 
The limited participation of the Soviet Union in this program, both 
as to time and extent, does not permit a clear evaluation of its role. 
Until such an evaluation can be made, there will be a reluctance to 
regard its participation as an inconsequential factor. 

The very complexity of the international machinery dealing with 
technical assistance points up one of the major disadvantages. In- 
ternational organizations are run by international bureaucrats with 
vested interests. The multiplicity of specialized agencies and boards 
that enter into the decision-making processes makes for a slow opera- 
tion. Since the organizations depend for their financing upon annual 
assessments or contributions, their planning must be modest and flexi- 
ble enough to make reductions when payments are not forthcoming. 

Personnel in the field may have an identity of purpose about a par- 
ticular program. But they have been trained in different methods 
and approaches thus making it more difficult to develop a “team” ap- 
proach. As personnel rotates and replacements are made the problem 
of cooperation and continuity becomes more difficult. 

The problem of devising a voting system that will be satisfactory to 
the contributing countries and to the beneficiary countries has not been 

resolved to the satisfaction of either group. Dr. Blough discussed this 
issue. 
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If you use a system of heavily weighted voting as in the 
International Bank, the question is: Will the underdeveloped 
countries of the world feel they have a real organization ? 
Many such countries seem to be very satisfied with the Bank 
and consider it a very good example of an international 
organization. 

There are others which seem to feel that the weighted vot- 
ing, the fact that the headquarters are in W ashington, the fact 
that United States citizens appear to predominate in the top 
staff, etc., mean that the Bank is really an arm of the United 
States Government. 

Such an attitude might impair the acceptance of aid from 
an organization having heavily weighted voting on the side 
of the suppliers of the funds. 

The United Nations also presents a voting problem: One 
national state, one vote, regardless of population, participa- 
tion in world trade, national influence or anything else. 

I seriously doubt that an international organization with 
this voting arrangement will impose or administer condi- 
tions relating to economic policy, however important such 
conditions might be for economic development. The problem 
of developing a procedure which will permit the countries 
from which the funds are going to come to have considerable 
to say about the projects for which they are to be spent and 
to lay down conditions with respect to them has not, in my 
opinion, been successfully solved * * * (Hearings, p. 321.) 


From the viewpoint of United States policy one of the most im- 
portant reasons why we should not give preference to international 
agencies as the channel for distributing assistance is the importance 
to the United States during the next few years of building bilateral 
relationships with as many nations as possible, as has been pointed 
out elsewhere. One of the best means available to the United States 
for establishing common interests with other nations is the provision 
of assistance to such countries. It would not be desirable in the situa- 
tion likely to prev ail in the world for the next several years for the 
United States to deny itself the advantages to its foreign ‘policy which 
should be derived from working directly with individual nations in 

carrying out assistance programs. 

If our emphasis is to continue the bilateral approach, the question 
may be asked whether we should not withdraw entirely from partici- 
pation in these international organizations. The answer involves a 
policy consideration. The fact is that the United States is the princi- 

pal contributor and its withdrawal would jeopardize the continuation 
of the programs. The political and psychological consequences of such 
action would work against the community of interest we are seeking 
to achieve. The most that can be expected are contributions by the 
United States of about the same magnitude as at present. 








PRIVATE ENTERPRISE AND UNITED STATES FOREIGN 
POLICY 


Existing legislation recognizes the important contribution which 
American private enterprise can make to development assist- 
ance and outlines certain methods whereby this can be 
accomplished 

Closely allied to the necessity for emphasis on loans rather than on 

grants is the important contribution which American private enter- 
prise can make, along with governmental aid programs, in the develop- 
ment processes of the underdeveloped countries. The mutual secu- 
rity legislation, from its very inception, has given special recognition 
to this ] principle and emphasizes the necessity for encouraging, stiniu- 
lating, and facilitating a greater participation by American. private 
enterprise in the various programs authorized by that legislation. 
The legislation sets forth the major methods whereby this can be ac- 
complished. The President is called upon to direct the attention of 
private enterprise to opportunities for investment and development 
overseas, to accelerate the negotiation of commercial and tax treaties 
and to administer under broad criteria a program of investment 
guaranties against the risks of inconvertibility of currencies and loss 
through expropriation, confiscation, or by reason of war. 


A major factor behind such recognition has been the expectation 
that private enterprise would help reduce the drain on the 
taxpayer by reducing Government grants 

Throughout the legislative history of the mutual security legisla- 
tion there has been stressed the need for a greater recognition by the 
executive branch of the important potentialities of free enterprise con- 

tribution. From time to time it has been necessary, moreover, to urge 
stronger implementation by aid administrators of legislative provi- 
sions and clearly expressed legislative intent. A major fac tor behind 
such congr essional activity has consistently been the expecti ition thai 
with greater emphasis on loans and greater participation by American 
private enterprise in United States foreign aid programs, the drain 
imposed on the American taxpayer by vast governmental grants might 
be gradually reduced. 


Public and private enterprise have their respective limitations 
and advantages 

The limitations of private enterprise must be recognized in consider 
ing its part in the developmental process of underdeveloped areas. 
For one thing, by its very nature priv ate enterprise iS IN Most cases 
free or not free to engage in activities outside the United States as 
it may decide. It cannot be pushed or coerced into such activities. 
There is no assurance that once in a country it will chose to remain 
there, or that its particular enterprise is the kind best calculated to 
assist a country in its drive for development. 
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Governmental assistance also has its limitations and it does not bring 
with it certain special qualifications which accompany private enter- 
prise activities. This was described by the Honorable John J. McCloy 
in his testimony : 

. private investment should parallel and supplement 
the efforts of the Government to aid the underdeveloped 
areas. Private investment is generally more vigorous than 
Government aid: it can command wider technical resources 
and technical resources that have greater continuity. If an 
American company goes into one of these areas it can carry 
with it engineers and scientists, and they will stay with the 
development with the knowledge that their careers are not 
being hampered; whereas a Government mission is usually a 
temporary affair, it is much more difficult to get the same 
quality of technological experience; and individuals are much 
more reluctant to take on such an assignment. All this tends 
to make private investinent more effective. 
K ‘ a 
generally speaking, I think private investment does 
fit into the web of the industry of a country in a more satis- 
factory manner. (Hearings, pp. 12, 13.) 


Public and private enterprise must not compete with each other 
but should work together in their proper spheres 
The proper relationship between the two forms of enterprise was 
stressed by Dr. Roy Blough during his testimony: 


It is sometimes urged that such public investment competes 
with private foreign investment and would supplant it. 
There are instances in which that has happened, where pub- 
lic investment has developed a project that would otherwise 
have been developed by private investment. 

While this undoubtedly happens from time to time in indi- 
vidual cases, the import: ant question is what the relationship 
is In gener al between international public and private invest- 
ment. The answer, as I see it, is that public capital, far from 
compe ting with private forei ‘ign investment, commonly stimu- 
lates it and in some cases is necessary if private foreign in- 

vestment is to take place. Public capital, domestic or interna- 
tional, must finance the social and economic base of a coun- 
try—a degree of literacy on the part of the people, a pure 
water sup ply, sewage disposal, the suppression of malaria and 
other diseases, improved transportation and roads, railroads 
and other transportation facilities, and power, among other 
elements. (Hearings, p. 318.) 
The investment guaranty program is becoming an effective induce- 
ment to an increased flow of capital and should be expanded 
A major problem in the development process is how best to utilize 
the services of American private enterprise as an effective arm of our 
ioreign policy, bearing the above considerations in mind. The mutual 
security law offers a framework within which the executive branch and 
private enterprise can do much. Typical of existing mechanisms with 
in that framework is the investment guaranty program. While the 
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program was slow in achieving momentum, it has now reached the 

stage where its “trial and error” period is over. Applications for 

guaranties have been mounting and widespread investor interest is 
clearly indicated. As of September 30, 1956, approximately $477,317,- 

691 of applications were pending, broken down as follows: $181,753,- 

561 for Europe; $130 million for Africa; $37,751,850 for Latin 

America, and $127 812.280 for the Near and Far East. 

Some of the witnesses who testified before the committee placed 
little or no emphasis on the guaranty program as a substantial force 
in stimulating American private investment abroad. From other 
evidence available and on the basis of the committee’s own long experi- 
ence with the program, however, it may be said that the guaranty pro- 
gram has achieved suflicient success in this respect to warrant not 
only its continuance but its expansion to cover the risks of revolution 
and insurrection. 

Tax incentives, such as those applying to Western Hemisphere 
trade corporations, should be applied elsewhere as an im- 
portant private investment inducement 

While it is true that the guaranty program is now reaching a state 
of effectiveness, it must be recognized that other legislative induce- 
ments are essential if the volume of American private enterprise is to 
increase to such an extent as to make it a potent force in assisting the 
development of the underdeveloped countries. Paramount among 
such inducements are tax incentives, as outlined by Mr. McCloy in his 
testimony: 

* * * I believe our Government could and should take 
steps to create tax incentives designed to encourage a heavier 
flow of United States private inv vestment abr oad. You will 
recall that I suggested that United States private investments 
to underdeveloped lands eventually ought to be substantially 
increased, At present the only tax incentive of any conse- 
quence that we have is that which applies to Western Hemi- 
sphere trade corporations. Among underdeveloped areas 
that is relevant only to investments in Latin Americ: 
Neverthless, I think it is interesting to note that private in- 
vestment has flowed to Latin America more than to any other 
underdeveloped region, and that the Latin American area 
as a whole has received but a very minor portion of Govern- 
ment aid. While other factors have also played a part in 
encouraging private investments south of the border, the tax 
incentive, I feel, has not been unimportant, and it is expected 
to continue to operate to the mutual advantage " that area 
and ourselves in the years ahead. (Hearings, p. 13.) 


Commenting on the form and extent of such incentives, Mr. McCloy 
went on to say: 


I would not be able to say today what form and to what 
extent a tax incentive on all private foreign investment 
should take. I have been told, however, that if all United 
States taxes were to be removed on the income derived from 
foreign investments, the loss to the Treasury would be some- 
thing i in the order of $350 million. Tax action of this type— 
I am not advocating an entire abolition of the tax on these 
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incomes, but I do feel there is room for substantial reduction 
and that this would prove to be an incentive—iax action of 
this type should not create a serious internal-revenue pro- 
gram. Moreover, it should be remembered that our country 
collects only the difference between the United States cor- 
porate income-tax rates and the income taxes levied by 
foreign countries on income earned abroad. In these circum- 
stances any United States tax relief afforded to foreign in- 
vestment would serve as a far greater incentive to investment 
in underdeveloped countries than in others. The under- 
developed countries levy the lowest taxes within their own 
lands; whereas taxes in places like Canada and Western Eu- 
rope are almost level with ours. As a result the relief 
afforded against the United States tax would give appre- 
ciably greater returns to investments in the underdeveloped 
areas, and thus would tend to offset the reluctance of Ameri- 
can capital to go into such areas because of the greater politi- 
cal risks that might be involved. Certainly tax incentive is 
worth further consideration from this committee from the 
standpoint of encouraging private investment in under- 
developed countries. (Hearings, pp. 15, 14.) 

The importance of tax incentives has also been stressed by a number 

of leading United States trade, banking, and commercial organiza- 

tions, as well as by individual businessmen. 

A climate of political stability is basic coupled with a partnership 
of effort between public and private enterprise and between 
American and local private enterprise 

Basic, of course, to any effective flow of American private capital 
abroad is a climate of political stability. Here it becomes apparent 
that the policy of stimulating American private enterprise cannot be 
isolated from other elements in our foreign policy. While on the one 


hand we may offer American legislative and executive inducements, 
we on the other hand could negate such inducements by particular ill- 
conceived policies toward particular countries. Then, too, such induee- 
ments might be negated or minimized by the lack of receptivity on the 
part of recipient countries. To avoid such a result, the partnership of 
United States governmental enterprise and private enterprise will 
have to become a reality, and American private enterprise will have to 
work more closely with local private enterprise abroad in “joint ven- 
tures.’ 

These two forms of partnership, stimulated by the legislative induce- 
ments afforded by the gu: wanty program and equits able tax inc entives, 
will do much not only “to inerease the flow of American private enter- 
prise but also to lay the groundwork for effective United States policy 
as a whole. 


84313—56——3 








THE SIGNIFICANCE OF NEUTRALISM 


There has been a tendency on the part of many Asian nations to 
stand aside from the conflict between the free world and the 
Soviets 


Since World War II United States foreign policy has focused pri- 
marily on resisting Soviet aggression, and our principal effort has 
been to get other nations to cooperate in common efforts to counteract 
the Soviet threat. During the last 2 years, there has been increasing 
evidence that a foreign policy built almost exclusively around resist- 
ance to the Soviet Union had certain shortcomings. There has been 
an ever-accelerating tendency on the part of some of the Asian and 
Middle Eastern nations to attack Western policy, to refuse to join in 
defensive alliances, to attempt actively to disrupt defensive combina- 
tions, and to side more closely with the Soviet Union. For example, 
a pro-Western government has recently been ousted in Ceylon and 
replaced by one which is anti-Western. There are serious differences 
with respect to the renewal of American base rights in the Philippines. 
During the recent Hungarian crisis, numerous Asian and Middle 
Eastern nations stood on the sidelines, assuming that events in Hun- 
gary represented internal domestic questions, while, at the same time, 
proclaiming that a vital moral issue was involved in Suez. There is 
a striking complacency in the Middle Eastern and Asian world over 
the Soviets having achieved an apparent foothold in the Middle East. 
These events clearly demonstrate that many of the newer nations of 
Asia and Africa are not very worried about the Soviet menace. 


Neutralism is nonalinement in the Free World-Soviet conflict 


The above events have been frequently construed in the popular 
mind as having reflected a neutralist attitude. Webster defines neu- 
tralism with one simple word, “neutrality.” Since, however, neutral- 
ism in its usual sense has to do with the international law governing 
the rights and duties of nonbelligerents during hostilities, the defini- 
tion of “neutrality” is not appropriate. The closest approximation 
to a precise definition would be “nonalinement with either side to a 
controversy.” In the usual usage, however, neutralism has been con- 
sidered to be consistent refusal to aline with either the Soviet bloc or 
the Western bloc. Simple nonalinement, however, does not impose 
undue problems for United States foreign policy. Sweden and 
Switzerland are good examples. Many of the so-called neutrals in Asia 
frequently go far beyond mere nonalinement and, on occasion, actively 
support Soviet policy. 

iven within this very limited concept difficulties are encountered 
in definition since there are no clear-cut tests of alinement and non- 
alinement and no clear-cut test of neutralist policy. For example, 
the British recognition of Red China and the action of a number of our 
allies during the Korean crisis may be construed as alinement with 
the Soviets, yet we do not call them neutralists. A number of specific 
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types of action have been at various times considered to be neutral- 
ist. Among these are voting against the United States in the United 
Nations, subversion of free world defensive pacts, trade with the Soviet 
bloc, siding with the Russians in United States-Communist disputes, 
or refraining from action against Soviet penetration or Soviet activi- 
ties. It is obvious that no nation could be classified as a neutral on 
the basis of one or more such acts. It would be necessary to con- 
sider the entire policy of the country concerned. 


Numerous factors underlie the growth of neutralism 

There are five principal factors underlying the growth of neutral- 
ism in Asia and the Middle East. They are: (1) the apparent lessen- 
ing of the Russian military threat prior to the Suez and Hungarian 
crises; (2) the complex emotional significance of nationalism, anti- 
colonialism, and reaction against Western domination; (3) concern 
with local problems, paxtictibaaty the achievement of political stability 
and rapid development of backward economies; (4) fear of involve- 
ment in or the occurrence of a major war; and (5) the urge to play a 
significant role in world affairs. 

The recent changes in Soviet foreign policy, with its apparent les- 
sening of the threat of overt Soviet military aggression, have given 
the nations of Asia more room within which to maneuver. The ap- 
parent lessening of the threat of war has reduced the pressures for 
alliance with either the Russian or Western bloc. The emergence of 
the Soviet smiling face has alleviated some fear of Russian domina- 
tion and has encouraged many Asian nations to believe that they can 
achieve normal relations with Russia without threat of domination. 

Asian and Middle Eastern concern with anticolonialism and 
nationalism is hardly surprising in view of most of these nations hav- 
ing only recently emerged from a dependent status by either peaceful 
or violent revolution. Intense nationalism, combined with hatred of 
the colonial powers, was the igniting and sustaining force of the revo- 
lutions. These concepts have become political tools and the appearance 
of dependence on the West is to be avoided at all costs. The greater 
the degree of internal deterioration or lack of domestic progress, the 
sharper become the edges of charges and countercharges of lack of 
independence in foreign policy. There is an inherent tendency to 
praise anything Asian and deprecate anything Western. Where 
there is the slightest suspicion of a colonial issue or of a European- 
Asian conflict of interest, the “independents” have tended to line up 
against the West. 

The Soviet Union has been able to present a face of anticolonial- 
ism and pronationalism and has thereby won support in Asia and the 
Near East. The stand has been facilitated by the internal conflicts 
within the Western system whereby none of the Western countries 
has been able to follow a consistently anticolonial policy ; security con- 
siderations have demanded otherwise. The difficulties in Suez, in 
North Africa, and in Indochina highlight the Western dilemma. 
Since the Soviet Union has no extraterritorial colonies, and has few 
interests to protect outside the continental mass of Russia, the satel- 
lites and Red China, it is free to adopt a policy consistently supporting 
local nationalism for others and anticolonialism. 

Most of the Middle Eastern and Asian countries are primarily con- 
cerned with their own problems, namely, the development of stability, 
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economic progress, and local conflicts. Between many of the Middle 
Eastern, Asian, and African nations there are local political disputes 
which are so charged with emotion that they tend to obscure the more 
pressing problem of the Soviet threat and to hamper the development 
of stable government and economic progress. Each nation has press- 
ing economic and social problems and feels that these are paramount 
to the far-removed conflict between the Soviet and the free world. 
These must be met first. Any diversion of funds or foreign exchange 
as a result of United States-Soviet tensions is in their eyes reprehensi- 
ble and there is a distinct feeling that the expenditure of billions on an 
armament race deprives the Asian and African world of the advan- 
tages of economic development. 

The Asian nations are fearful of a third world war. The new 
weapons may have been one of the strongest contributing factors to 
this fear. Some of the uncommitted nations appear to reason along 
the following lines: 


1. In their eyes, an atomic stalemate already exists. They 
fully realize that the United States still has a relative military 
superiority, but feel that by acquiring its atomic capability the 
Soviet has so narrowed the gap as to place them in the “middle” 
between two major atomic powers of relative equality. 

They feel it safer not to be identified too closely with either 
aie Most of them are geographically close to the Sino-Soviet 
periphery. They are well aware of the Soviet’s record of ag- 
gression and fear the Soviet reaction to an increase in “unfriend- 
ly” peripheral nations. They also know our deep reluctance to 
resort to war and to the use of major we: pons. They hope that 
if not associated with us, they may possibly escape attack in the 
event of conflict between the two major powers. 


In view of their fear of war, and in view of the lack of ideological 
identification with the West, partly because of the nationalistic ~and 
anticolonial issues, they are not wholeheartedly in support of West- 
ern opposition to the Soviet Union. 

The Asian urge to play a significant role in world affairs is obvious. 
Reinforcing this desire, ‘however, are intense anticolonialism and na- 
tionalism. The Asian desires to assume his place in the sun and to 
avoid any hint that the non-European is in any way inferior to the 
European. In any conflict between an Asian nation and one of 
European stock, there is a tendency to side with the Asian nation, 
on the theory that Asian prestige will be thereby enhanced and Euro- 
pean prestige diminished. 


Neutralism in the uncommitted nations can best be discouraged 
by the development of common interests outside the Free 
World-Soviet conflict 

The growth of neutralism does not mean that the United States 
has been wrong in emphasizing resistance to the Soviet Union. The 
point is that we have concentrated most of our effort on a single ob- 
jective and have tried to fit most international problems into the 

Soviet conflict. ven where we have been successful on this score we 

have found that cooperation was not forthcoming in other areas. 

The result has been that frequently our relations with the new nations 

of Asia and Africa have not been satisfactory and our alliances have 
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been disrupted by disagreements on issues not directly related to their 
primary objectives. The existence of these conditions weakens our 
ability to resist Soviet aggression. 

If we can develop with other countries common interests and co- 
operative relationships which are not connected with the Soviet Union 
at all but are concerned with other matters in which these nations 
are interested, we will accomplish two things. We will establish a 
basis for dealing with the frequently recurring problems which are 
not the result of the conflict with the U. S. S. R. and we will, at the 
same time, increase our strength against the Soviet by eliminating 
dissension among our allies and improving our relations with the so- 
called uncommitted nations. 


A policy of active opposition to neutralism must be judged by its 
possibility of success 

Even within the context of such a program there is still the problem 
of how best to deal with neutralism itself. Theoretically it should 
be opposed by the United States, since nations assuming a neutralist 
stand are, in effect, overlooking and avoiding the moral principles 
involved in the cold war. In practice, however, neutralism must be 
judged from the standpoint of immediate objectives as well as from 
that of long-range goals and morality. In order to make such an 
evaluation of neutralism, it is necessary to estimate the real advan- 
tages and disadvantages to the Soviet Union as well as to the United 
States. Thus it is clear that the adoption of a neutralist stand by a 
NATO country should be combated, since such an event would seri- 
ously impair free world unity against the Soviet threat. With re- 
spect to an uncommitted country, however, a different standard should 
be used. The maximum advantage to the United States would be the 
positive alinement of such an uncommitted country with the free 
world. On the other hand, the minimum goal would be that that 
country not formally or consistently aline itself with Soviet Russia. 
United States policy must be determined by which one of these goals is 
achievable. 

Thus, if it is determined that an uncommitted Asiatic nation is not 
likely to go over to the Russians but would deeply resent any effort to 
win it over to our side, it would be the wiser policy to make no overt 
effort or to take no coercive measures to win that nation over. Since 
such an effort would create resentment and might tend to drive it into 
the arms of the Soviet Union, we should here content ourselves with 
the minimum goal and direct our policy toward the establishment 
of common interests. 

Such a flexible course might appear to disregard moral principles. 
The difficulty, however, is that even though the moral issues are clear 
to the United States, there are other values in other areas. Whereas 
resistance to totalitarianism is paramount to the United States, re- 
action against a supposed Western domination may be even more 
important in other areas. This variation in values is highlighted 
by the contrast in attitude on the part of the Middle Eastern and Asian 
nations toward the Hungarian and Suez crises in the United Nations. 
To some a burning moral issue was involved in Suez while the Hun- 
garian rape represented only an internal domestic issue. The rela- 
tivity of value is again illustrated by the difference between Franco- 
sritish reaction to Nasser and ourown. The British and French have 
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loudly proclaimed that we are blind to the moral issues in the dispute 
with Nasser and that we are following a neutralist course. 
There are few direct means of influencing neutralism 

Almost any policy pursued by the United States in Asia will in- 
evitably have an impact on neutralism and on the course followed by 
neutral nations. As already pointed out, cooperation on goals of com- 
mon interest outside the conflict between the free world and the Soviets 
might decrease the trend to neutralism. An effort to extend our sys- 
tem of defensive alliances would probably increase fear of and resist- 
ance to United States policy and thereby strengthen the forces of 
neutralism. In like manner, a relaxation of efforts to broaden the 
defensive base might well have the opposite effect. There are avail- 
able to the United States relatively few direct means of discouraging 
neutralism, Among these are diplomatic persuasion, public informa- 
tion programs, public pronouncements, and the use of sanction and 
reward, 1. e., the use of economic weapons or the increasing, decreasing, 
or cutting off of aid. 

Of the above, the use of economic weapons and of the aid program 
are discussed under the heading “The Problem of Influencing Other 
Nations.” Suffice it to add that the use of the aid program in dis- 
couraging neutralism is a weapon which should be used sparingly, 
with discretion, and only where there is a real possibility that it may 
be of benefit to the United States. 

The use of public information programs and public pronounce- 
ments as a means of discouraging neutralism is a two-edged sword 
in that, on the one hand, it may, in fact, achieve the goal of reducing 
neutralism, but, on the other hand, the use may harden resistance 
to United States policies and give the Soviets ample opportunity 
for counterpropaganda, charging the United States with Western im- 
perialism and colonialism. Further, the new nations may accuse us of 
a lack of concern with their urgent problems. Where such informa- 
tion programs or public pronouncements are used, they should be pri- 
marily directed toward Soviet aspirations and toward a disclaimer of 
Western designs on Asia and the Middle East. Disapproval of neu- 
tralism should be the subsidiary rather than the primary theme. 
Whether such means should be used, and what the content of such 
programs should be, would have to be evaluated with respect to the 
nation toward which it is proposed to be directed. 

Diplomatic efforts to combat neutralism should be pursued. Such 
efforts cost the United States nothing, if they are not pushed to a 
degree which will give offense to the nation involved. Diplomatic 
persuasion can at times be the most effective instrument in the achieve- 
ment of a given goal. Since it is assumed that the United States 
would ideally prefer to have each of the uncommitted nations line 
up on the side of the West, the use of the instrument seems clearly 
indicated. Such diplomatic efforts, however, should be conducted in 
a quiet and unassuming manner so that they do not give public offense 
to the nation toward whom they are directed. The primary theme 
should be the Soviet conspiracy for aggression and the Soviet’s re- 
pression of nationalism. It should be emphasized that such diplomatic 
efforts to combat neutralism should not be the dominant theme in our 
relations with the uncommitted nation. 
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The decision whether to use any of the above techniques and the 
choice of which to use should be m: ade within the framework of United 
States maximum and minimum goals, the maximum goal being solid 
alliance with the free world and the minimum being prevention of 
closer alinement with the Soviet bloc. Where there appears to be no 
real danger of voluntary close alinement with the Soviet Union, as 
appears to be the case with the majority of the uncommitted nations, 
the primary emphasis should be on common goals with perhaps a sub- 
sidiary reliance on diplomatic efforts to win closer cooperation on 
anti-Soviet policies. Where, however, a nation has gone far toward 
alinement with the Soviet, other measures are called for, including per- 
haps all of the techniques whieh have been discussed. 


United States policy toward the uncommitted nations should be 
concentrated on problems of mutual interest 


During the past few years the Asian nations have shown a growing 
tendency to refuse to take sides in the conflict between the free world 
and the Soviets, and in some cases have even tended to support the 
Soviet Union. This tendency, which we call neutralism, is based in 
jarge measure on anticolonialism, nationalism, and aversion to involve- 
ment in outside disputes. The best means of combating such a ten- 
dency is to concentrate on problems of mutual interest outside the 
orbit of the free world-Soviet conflict. The choice of whether neu- 
tralism itself is to be combated and the choice of means, i. e., by diplo- 
matic means, by public information programs or by the flexible use 
of economic aid programs, must be made within the framework of the 
question of whether such a course will be successful. 








COLONIALISM AND UNITED STATES FOREIGN POLICY 


The number of people subject to colonial rule has diminished 


Prior to World War II vast areas of the earth and a large proportion 
of its population were subject to colonial rule or domination. The 
areas subject to foreign rule included most of Asia except for China, 
Japan, and Thailand; all of the Near East except for Iran, Afghani- 
stan, and Turkey was similarly governed. Africa, from the Straits 
to Suez and from Algiers to the northern boundaries of the Union 
of South Africa, except for Liberia, was under European domination. 
Following World War II, however, a wave of intense nationalism 
swept away all of the colonial administrations in Asia except for 
Malaya, Hong Kong, Macao, Aden, and the Goa enclaves. The wave 
is now surging over Africa; Egypt, the Sudan, Libya, Tunisia and 
Morocco are already independent while Somaliland, ‘the Gold Coast, 
and Uganda are expecting independence soon. The vast majority of 
the people formerly under colonial control are now free and inde- 
pendent; in fact, only 4 percent of the world’s total population is still 
so governed. The very act of sweeping away colonial control, how- 
ever, has intensified the problem of United States policy toward 
colonialism and the colonial areas. Those peoples who were formerly 
under colonial domination are hypersensitive to any suggestion of re- 
imposition of control and have an intense desire to liberate the remain- 
ing colonial areas. The problem confronting the United States is 
not only what to do about the relatively few people still subject to 
colonial rule, but also what might be done to convince the former de- 
pendent peoples that we are on the right side of the colonial issue. 

This discussion of colonialism and anticolonialism covers the de- 
velopments resulting from Western European penetration of a large 
portion of the globe; it does not include the problem of Great Russian 
and Chinese domination of and exploitation of subject peoples. 


The United States is traditionally anticolonial 


Ever since the Thirteen Colonies severed their relations with Britain 
in 1776, the United States has exhibited a deep and abiding interest 
in the welfare and the liberation of or peoples. Although 
there have been occasional deviations from this line of policy, the 
United States has repeatedly sought independence for those subject 
to foreign control. The Monroe Doctrine and the United States 
actions with respect to the liberation of Indonesia both reflect this 
continuing concern with the problems of dependent peoples. This 
sympathy and support have been based in large measure on the Amer- 
ican faith in the dignity and freedom of the individual man and on 
the assumption that as soon as colonial control is removed a people will 
advance steadily and rapidly toward the development of a healthy 
democratic system of government. This faith has, of course, been 
disappointed on oc casion when the newly liberated area moved from 
democracy to aggressive and regressive totalitarianism. The dis- 
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appointment has frequently resulted from our failure to take into 
account the degree of political and economic preparation for self- 
government of the area involved. 


Although any people are capable of eventual independence, all are 
not yet ready 

There can be no doubt that any group of people is potentially 

capable of responsible self-government. This, however, is not tanta- 
mount to saying that all peoples are capable of either self-government 
or independence immediately. To assert that a tribe of uncivilized 
headhunters in Borneo should be granted full independence immedi- 
ately is not in accord with our standards of or understanding of civil- 
ization. Similarly a grant of independence to an area not yet ready 
for independence creates problems rather than solving them. Under 
such conditions emotional reaction against a colonial power is replaced 
by stagnation, decay, violence and the need for outside assistance. 

There are certain prerequisites to self-government and independ- 
ence. In many cases the populations of present colonial areas have not 
yet attained the basic requirements. Among these requirements are 
the followi Ing: 

Political responsibility sufficient to enable a government to 
function; 

2. Reasonable economic resources; 

The administrative and technological skills necessary to sustain 
a government; and 

4. Cultural accommodations between divergent groups where more 
than one group inhabit a particular geographic area. 

The present colonial administrative units result from accidents of 
history. The colonial powers of the 19th century divided Africa with- 
out reference to ethnic groupings. Single tribes were split between 
two or more cyeenet ul administrations. Ancient markets and ancient 
trading areas were arbitrarily fragmented. Natural economic rela- 
tionships were frustrated and continue to be frustrated. These condi- 
tions make the achievement of independence by the people of any 
present colonial area more difficult in that these mistakes of history 
must be either corrected or compensated for. 

Prior to any new nation taking its place in the world community, 1 
is necessary that there be that degree of responsibility within the area 
to enable it to govern itself without creating undue tensions and to 
enable it to maintain a reasonable degree of stability within its bounda- 
ries. Without this responsibility the new nation becomes a drain on 
the world community and a source of world tension. 

Without sufficient economic resources, agricultural, mineral, or in- 
dustrial, an area which achieves independence is relegated to stagna- 
tion and despair. It must of necessity either amalgamate with a larger 
group or else remain stagnant while the rest of the world progresses. 
Furthermore, it is offensive to civilized man to allow such conditions to 
continue indefinitely. In many areas these conditions may be reme- 
died by a judicious application of civilized techniques, but in others 
there can be no solution other than union with larger groups. 

Administrative skills are necessary for effective functioning. Until 
such time as these skills have been developed, independence is out of 
the question. This is not to say that a high degree of proficiency is re- 
quired but only that there be sufficient education and experience to 
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enable the government to undertake basic functions. Accompanying 
this need is the need for technological skills. The economy cannot 
function, and the government cannot operate without this type of 
skill. 

In many areas cultural complications make the achievement of inde- 
pendence more difficult. Frequently there is extreme animosity and 
jealousy between the various tribal groupings, based in part on vary- 
ing language, religion, and mores. These animosities must be resolved 
or the new government cannot stand. An interesting experiment has 
been undertaken in the Gold Coast where the different ethnic groups 
have been granted different forms of representation in order to facili- 
tate their working together. Significantly, however, the Ashanti 
have already demanded a separate nation. Fragmentation of Africa 
into a group of tribal states would be intolerable. The matter is 
further complicated by the fact that the leaders of colonial independ- 
ence movements always believe that their area is ready for immediate 
independence. 


Anticolonialism creates complications for American policy 

Complicating the entire question of colonialism and United States 
policy toward colonial areas is the surging wave of anticolonialism. 
Aside from the very pressing problems which anticolonialism poses 
with respect to major power politics, as in the Suez, it creates prob- 
lems of a portentous nature in every cranny of the colonial world. 
The Soviets have taken up the anticolonial theme as a means to harass 
and perhaps throw out British and French leadership in the present 
colonial world. The net result is that there is an intense competition 
for the mind and allegiance of colonial people. The problem is not 
now of pressing importance in all areas, but it is reasonable to presume 
that these conflicts will inevitably come to a head, possibly with 
catastrophic results for the Western world. Accordingly, it is neces- 
sary that the United States carefully think through its policy with 
respect to colonial areas. 


United States policy must be applied through the colonial power 

The United States is limited in the policies which it may follow with 
respect to dependent areas. In the first place, international law has 
long held that the government of a colonial dependency was a matter 
of domestic jurisdiction as far as the metropolitan power was con- 
cerned. Any effort to intervene directly in the colonial administration 
would be a breach of international law and of practice and likely 
would be self-defeating. Consequently, any dealings with the colonial 
area must be through the central government of the metropolitan 
power. In many cases, however, such dealing may be a net advantage 
in that technical and administrative skills are not sufficiently advanced 
in the dependent territory to enable it to judiciously evaluate its needs 
and requirements, particularly in the economic field. 


The greatest need is for technological education 


The principal need of the dependent areas today is for technological 
education and for the development of administrative skills. Our 
policy is directed toward thisend. There are at present no programs 
in Asia, but in Africa there were for fiscal year 1956 assistance pro- 
grams in excess of $50,000 each for the Gold Coast, Uganda, Nigeria, 
the Central African Federation and Italian Somaliland, all of which 
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expect independence reasonably soon. There was also a $69,595 pro- 
gram for Angola as well as several minor projects in other areas. All 
of these programs are devoted exclusively to technical assistance and 
more s ecifically to technological education. 

In like manner, there were programs for Surinam, British Guiana, 
Jamaica and British Honduras in the Caribbean area. ‘These programs 
are again devoted to technical education. Both the African and Car- 
ibbean programs are carried out in accordance with section 2 (c) 
of the Mutual Security Act of 1954, as amended, which calls for ad- 
ministration of the program in such a way that dependent peoples will 
be enabled to achieve self-government. 

These programs, except for that in Angola, are directed toward 
areas which have reasonable hopes of achieving independence rela- 
tively soon. In many areas, however, the people are either far 
removed from the necessary degree of development or else are governed 
by a regressive colonial power. In the former case the United States 
can only extend encouragement to a metropolitan government which is 
legitimately endeavoring to raise the level of accomplishment of the 
colonial people. Development programs would be of assistance in 
some of these areas. 


The United States should assist colonial areas to achieve self- 
government 

It is readily seen that the United States is drastically limited in 
its activities and policy with respect to colonial areas. It should be 
the policy of the United States to assist those colonial areas presently 
subject to foreign rule to achieve full self-government. The United 
States has only two methods available to this end, the first being tech- 
nical and other assistance, and the other being public pronouncements 
of policy and attitude. The use of the technical assistance programs 
in colonial areas is only a part and parcel of the broader question of 
assistance to underdeveloped areas. The same considerations hold 
true with respect to colonies as hold true with respect to the already 
independent underdeveloped areas. There are, of course, the com- 
plicating factors which have been discussed above. It is reasonable 
to assume that if the United States furnishes additional economic 
assistance to the present colonial areas, the chance will be greater that 
these areas will remain friendly toward the United § States. Such a 
course obviously could not guarantee the attainment of that end. Ex- 
panded assistance would appear to be in order. 











THE PROBLEM OF INFLUENCING OTHER NATIONS 


The United States must expect to face a continuing recurrence 
of international controversies not directly related to the 
cold war 

One of the primary objectives of United States foreign policy is to 
infiuence other nations to take action favorable to the free world and 
to refrain from action contrary to our interests. Our concern with 
the behavior of other countries is not restricted to, or a consequence of, 
the coldwwar. Even if the Sov . leaders suddenly should decide to 
reform,~the free world would | confronted with the realization 
that confiitions in many places, widely scattered over the earth’s sur- 
face, have a direct relation to our well-being. We have every reason 
to expect also that the interests of other nations frequently will be 
contrary to our own and that occasions will continue to arise when a 
foreign government will seize upon an opportunity to exploit a situa- 
tion in which we happen to be at a disadvantage. 

It would be unsound for the United States to base its foreign policy 
for the foreseeable future on the theory that the one disruptive influ- 
ence in the world is the Soviet Union and that, if Soviet troublemaking 
could bé' stopped, nations would pursue their individual interests 
without conflict. The world is full of tensions many of which have 
been aggravated by the Soviet but few of which were originated by 
the Russians. There are not many nations ready to accept perma- 
nently their present status in the world without elbowing their neigh- 
bors in,an effort to bring about an improvement in their lot. The 
resources of the world are very unevenly distributed among nations 
at present. The leaders of the new nations of Asia and Africa have 
as their goal the attainment of a standard of living for their people 
at about the European level. They are finding through experience 
that the principal obstacles to the attainment of such a standard were 
not related to domination by the colonial powers. Some of these new 
governments have little prospect for improving substantially the 
material well-being of their people with the resources within their 
present borders. There is every reason for the United States to expect 
that the next decade, even if the Soviet Union should be rendered mili- 
tarily impotent or become a peaceful democracy, will be marked by 
continuous efforts on the part of individual nations to better them- 
selves at the expense of others. 

These considerations mean that the United States should enlarge 
the scope of its effort to influence the behavior of other nations. We 
should continue our effort to get them to participate effectively in a 
common defense against Soviet aggression. We should at the same 
time, entirely apart from our cold- war program, make a major effort 
to develop a world environment in which we can exert our influence to 
establish relationships with individual nations favorable to us and to 
mobilize the various pressures which we can exert and incentives we 
can offer to induce the action we desire in any specific situation. 
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The United States cannot in the next few years rely solely on the 
United Nations to protect our interests 

The idea that the United States should undertake to influence var- 
ious nations on an individual basis to respect our interests does not 
mean that we should write off the United Nations as a regulator of 
international conduct or disregard the influence of ethical sté andards or 
world opinion on the behavior of nations. 

The fact is, however, that we have a long way to go before we can 
rely on effective international regulation of national conduct. ‘There 
is no body of law regulating the behavior of nations in various types 
of rel: ationships which has been accepted by any significant group of 
countries. Although many nations agree to a number of generaliza- 
tions regarding objectives and principles, these generalizations are 
not too useful in the settlement of specific controversies until a de- 
tailed code applying these principles to everyday circumstances has 
been widely accepted. Furthermore, in a world in which nations of 
widely different cultural and religious backgrounds are important, 
it will be difficult to obtain universal agreement on rules of interna- 
tional behavior. 

IXven in cases in which world opinion may be in general agreement as 
to the right and wrong in a particular controversy, there is as yet 
no international enforcement agency. Furthermore, there are almost 
no international organizations where the members have surrendered 
their sovereignty to the extent that they agree to be governed by the 
vote of the majority. 

Until there is an accepted code of international conduct and until 
it has the means of executing its decisions, the United Nations will 
function primarily asa conciliator and as a mobilizer of world opinion 
on issues which have reached the crisis stage. Conciliation under 
these circumstances tends to be primarily compromise, and compro- 
mises involving the U nited States often will be compromises between 
a “have” and “have not.” We will inevitably tend to lose and the 
“have nots” to gain under such arrangements. 

These aspects of the present situation in the world are cited as evi- 
dence that for the next several years the United States will have to be 
guided by its own judgment as to the merits of any disagreement be- 
tween nations and will have to assume the task of enforcing its own 
decisions when its interests are involved. A fundamental ‘aspect of 
United States policy, however, should be at all times to use our in- 
fluence and leadership to strengthen and coadiae nt the facilities of 
the United Nations so as to hasten the coming of the day when we can 
look to that organization to deal with disputes as they arise and to 
assume all the functions necessar y for it to maintain and preserve the 
peace and security of the world. 


It is essential that the United States maintain its military 
strength 

In the years that elapse before there is an accepted code for inter- 
national conduct and an international police agency, the military 
strength of the United States will inevitably be a major factor in 
our ability to influence the behavior of other nations. This does not 
mean a resort to “gunboat” diplomacy but does recognize the element 
of truth in Machiavelli’s statement that a ruler “will alw ays have 
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good friends if he has good arms.” The attitude of other nations to- 
ward the interests of the United States will inevitably reflect the 
military potential of the United States. This does not mean that 
weaker nations will always act in accordance with our wishes but at 
the same time all countries will recognize that there are limits, how- 
ever ill-defined and uncertain they may be, beyond which we will not 
recede. 

The United States will continue to regard military power primarily 
2s a deterrence to the use of military force by others and not as a 
means of gaining acceptance of our point of view. The big problem 
confronting the United States is to develop conditions and devices 
by which we can exert effective influence on other nations to avoid 
action detrimental to us and to take action favorable to our interests. 


There are a variety of nonmilitary pressures and incentives 
available to the United States 


There appear to be, at first glance, a variety of nonmilitary pressures 
and incentives which might be used by the United States. As long 
as foreign aid funds are available we can offer aid as an incentive and 
discontinue aid as a deterrent. There are several ways in which we 
can injure or stimulate a nation’s trade. We might cut off our exports 
to it or restrict our imports from it. We might offer tariff concessions 
or supply it with surplus commodities at nominal cost. There are 
other actions which we can take such as denying visas to its citizens 
and refusing passports for visits by our own people. Wecan cooperate 
or refuse to cooperate in the exchange of students and technicians. In 
any specific situation there are likely to be particular pressures and 
incentives which would be applicable, including such things as the 
utilization of foreign ships for United States cargo or pricing agri- 
cultural commodities so as to influence world prices. 


There are serious limitations on use of pressures and incentives 


There are a number of considerations which make it difficult to use 
such pressures and incentives on the part of the United States and 
which tend to make them ineffective when brought to bear on another 
country. 

Any action which involves the flow of exports from or imports into 
the United States has repercussions on our own people. The closing 
down of American factories, in some cases at least, might do us more 
harm than we would inflict on the country we were trying to influence. 
If we could and did make tariff concessions as an inducement for 
favorable action by a country in a particular situation, we would be 
making a relatively long-range alteration in our industrial structure 
because our producers which were affected might go out of business. 
We would not have assurance that the benefit derived would have a 
similar long-range value. Action of this kind to be effective would 
have to be available on short notice and under conditions of great 
flexibility. It would be very difficult for American workmen and 
investors to accept the consequences of such action by an executive 
agency. 

A number of economic devices which might be used would not be 
effective without the cooperation of other nations. If we cut off 
exports to a nation it would do no good if alternate sources were 
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available. The longer the period involved the more difficult it is to 
maintain effective cooperation of this nature. 

There are several factors which tend to make pressures and incen- 
tives less effective in influencing the behavior of the nations toward 
which such action is directed than might be expected. This is particu- 
larly true in any case where the prestige of a government with its 
people or its status among nations is involved. 

No government gains prestige by appearing to be subservient to a 
foreign nation. Governments refuse incentives and do not respond to 
action which really hurts them if their prestige has to be sacrificed. 
This is particularly important among the new nations of Asia and 
Africa. They regard independence and freedom from foreign domin- 
ation as more important than most material advantages or depriva- 
tions. 

The fact that considerations of national prestige in many circum- 
stances tend to negate the effect of various courses of action which 
the United States might take in order to influence other governments 
makes it necessary to recognize that there are various actions of a 
noneconomic and frequently of a purely psychological nature which 
may be very influential. There are various things which affect the 
prestige of a nation or its officials which the United States can do. 
These include exchanges of official visits, deference by the United 
States at international meetings, statements of agreement on issues 
involving race, religious or national rights. 

It is necessary to recognize that various devices affect different 
groups within a country and the influence of each group on the policy 
may have a different value. A government in power will be most 
influenced by action which relates to an issue that is important to the 
ability of the government to maintain itself. A long-range develop- 
ment program, for instance, may not influence many votes of people 
preoccupied with current and local issues. Many countries today are 
governed by elites that are relatively unresponsive to the opinions of 
the masses of the population. An effort to influence such a govern- 
ment by influencing the ordinary farmer or workingman involves a 
very slow process. 

Many present-day governments are not very responsive to pressure 
from commercial and financial leaders within their own countries. 
In many cases governments are socialist in orientation and owe their 
power to intellectual groups not identified with the business com- 
munity. Asa result, action by the United States which might bring 
the bankers and merchants to terms in short order may have little 
influence on their government. 

The limitations which have been cited on the means available for 
applying pressure or giving an incentive are particularly significant 
when such measures are to be brought to bear in a time of crisis. At 
such a time emotions are likely to be at a high pitch and national 
pride a major issue. Governments are reluctant to take any action 
which involves any suggestion of subservience. Furthermore, during 
a crisis all matters not immediately related to it tend to be lost sight 
of. A threat to take action which would be exceedingly damaging 
to a country’s export markets might be completely disregarded if 
national sentiment is concentrated on an entirely unrelated issue 
affecting a nation’s rights or territory. 
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These considerations indicate that there are rather narrow limits on 
the nonmilitary devices which the United States has or can develop 
to be used to influence other nations when the chips are down. They 
also indicate why United States foreign aid has frequently failed to 
assure that recipient nations would cooperate with us. There are 
additional factors also which limit the effectiveness of foreign aid as 
a method of influencing the short-run behavior of its beneficiaries. 

The importance of United States aid to the recipient country obvi- 
ously affects its significance for influencing the action of that country. 
There are a variety of factors determining this importance from the 
point of view of the nation receiving aid. E very government is con- 
fronted with numerous problems which var y in urgency and in mag- 
nitude. Every government tends to give highest priority to those 
issues which appear to endanger its continuance in office. The giving 
or the cutting off of aid involving even a small amount of money that 
would determine whether or not a government could deal effectively 
with a top-priority problem could have great influence, On the other 
hand, in some cases United States assistance programs have been 
directed toward long-range objectives and have not contributed sig- 
nificantly to solving any current problem of the recipient government. 
In fact, there have been instances where our aid, although welcomed 
and appreciated by a government, but because it imposed a burden on 
an already overtaxed budget for a future benefit, actually had the effect 
of being a problem rather than an advantage to the recipient. An 
offer of aid of this character to a nation fac ing an international crisis 
is not likely to have much influence. 

The offer or withholding of aid loses its bargaining value in a situa- 
tion where the recipient believes that the assistance contributes to a 
common undertaking in which the United States has a direct interest. 
This has been true of our military aid to the NATO countries. It is 
generally recognized in Europe that without United States aid effec- 
tive resistance to a Soviet military attack would be impossible. At the 
same time, it was believed that it was in the interest of the United 
States to keep Western Europe out of Soviet hands. The reaction of 
European governments to any suggestion that United States military 
aid might be cut off if they failed to cooperate was that such action 
would jeopardize the defense effort which would be bad for us. 
Furthermore, their defense without our help would be impossible, so 
that if we did not carry the part of the load which they could not 
they might as well abandon the whole effort with a consequent allevia- 
tion of their budgetary problems. 

The preceding ‘analysis indicates that the United States should not 
expect to develop or to rely on an arsenal of nonmilitary psychological 
and economic “blockbusters” which can be used when crises arise 
against nations which oppose us. The most devastating devices of this 
kind are likely to be too harmful to ourselves, and the emotions of 
nations against which they would be directed are likely to be in such a 
state as to make it unlikely that they can retreat under foreign 
pressure. 
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Alliances are not very useful for influencing other nations 
except in respect to matters relating to the purpose of the 
alliance 


Another means of influencing the action of other nations on matters 
affecting the interests of the United States is for us to enter into 
alliances or arrangements with other countries or groups of countries 
for the accomplishment of a common objective. There is.a rather 
widely held belief that nations which cooperate for one purpose are 
more likely to cooperate on other matters. To implement such a policy 
the United States would join with as many nations as possible in an 
alliance against Russia, with another combination of nations for 
regional economic development program, with another combination of 
countries to deal with disease control, with another, although possibly 
overlapping group, to regulate the conduct of some sort of operation, 
such as fishing, etc. The hope would be that our willingness to join 
with other countries in solving their problems would lead them to 
cooperate with us in solving our problems. 

Our experiences with our present allies, particularly in NATO, show 
that there are limitations on the effectiveness of this approach. 
Nations which share our attitude toward the Soviet threat have widely 
divergent interests with respect to other issues. At any given time 
the diver gent interests and problems of our NATO allies may cause 
them to have a different order of priorities for their problems than 
was the case previously. Five years ago they apparently gave a high 
priority to defense against Soviet aggression. During recent years 
other problems have pushed upward to a higher place in their scale 
of priorities than the Soviet danger. An alliance of nations, some 
of which assign to the objective of the alliance a high priority and 
others a low priority among their national problems, inevitably will 
be less effective than if all members gave a top priority to the common 
purpose. Nations in agreement that the No. 1 problem of each is the 
Soviet menace find that nearly all other problems can be fitted into 
place as subheads of the big problem. As the Soviet danger drops 
in priority among certain ‘members other problems are no longer 
thought of pr imarily in terms of their relation to that particular issue 
and are regarded by each country in terms of its own national interests. 

It is true that there are certain nations which are likely to have 
interests similar to those of the United States in respect to a variety 
of issues which would help maintain a comparable schedule of prior- 
ities. It is also true that it is possible to use the common interest in 
an alliance as a pressure device to obtain cooperation on unrelated 
matters, that is, we can say, if you want our help against Russia, you 
must cooperate with us on Suez. Unfortunately, this sort of pressure 
works both ways and often to the detriment ‘of the United States. 
The nations who give the lowest priority to the common defense are 
best able to use such pressure against a nation giving a higher priority 
such as the United States. 

One solution to the problem of holding an alliance together in the 
face of the conflicting interests of its members is for the alliance to 
become a supergovernment. The United States could join with selected 
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nations whose interests would appear to be most similar with the pur- 
pose of taking a common stand on all international issues and pre- 
senting a united front to the world. This could only be accomplished. 
however, if there were some sort of common legislature established 
and if the minority were required to follow the will of the majority. 
Any alliance following the NATO model with one vote per member 
and requiring unanimous agreement would find that there would be 
many issues upon which it could not take a position. 

There is a serious question whether the United States should, in 
view of the present world situation, try to bring itself into a closer 
relationship with those other nations of the world whose interests 
appear to be most similar to our own. Such a group would inevitably 
be restricted. The more members the more conflicts of interest that 
would be involved and the more our own interests would have to be 
subordinated in order to reach agreement. Such a restricted group 
would undoubtedly include the oldest and strongest countries of 
Western Europe. Considering the rising importance of our relations 
with the peoples of Asia and Africa, there is a strong argument that 
we should disassociate ourselves to a greater extent than we have in 
the past from the Western European countries. This does not mean 
that we should weaken our cooperation with them in defense against 
the Soviet, but rather that on issues not directly related to the com- 
mon defense we should take an independent position reflecting our 
own long-run interests rather than try to conform to the positions of 
nations whose interests in many respects are different from ours. 

Stated in more specific terms, the world is being confronted with an 
increasing number of problems, the solution of which is beyond the 
competence of the nations which are parties to the North Atlantic 
Treaty even though of great importance to them. Often it is more 
important to the cause of world peace and to the effectiveness of 
NATO to find solutions to the problems than to obtain agreement 
in NATO. Frequently, because of the attitude of the non-European 
yowers Which are directly interested, the solution of the problem will 
S impeded rather than facilitated by the fact that the NATO nations 
have agreed among themselves and present a united front. 

The experience of the United States seems to indicate that we cannot 
base our foreign policy on the assumption that nations which ally 
themselves with us for a specific objective, or even group of objectives, 
will cooperate with us when unrelated issues arise in regard to which 
their interests are at variance with ours. 

The problem confronting the United States then is not how to form 
alliances with as many nations as possible in the expectation that 
allies will generally support our interests in matters not related to the 
purpose of the alliance. We should form alliances whenever doing so 
will help us in dealing with particular issues or groups of issues but 
should not expect alliances to assure a united front on all issues. 
This means that perhaps the most difficult and long-range problem of 
United States foreign policy is the influencing of independent nations 
(whether allied to us for certain purposes or not) to support our in- 
terests or to avoid action contrary to our interests whenever a new 
problem arises. 
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Foreign aid appears to be the most useful nonmilitary device 
available to the United States for influencing other nations 

While a study of this sort cannot and should not attempt to recom- 
mend strategy and tactics for the conduct of United States foreign 
policy, it is desirable to consider the sort of thing the United States 
should be prepared to do in the future to influence the behavior of 
other nations. 

One thing that could be done would be to have means at hand at all 
times to assist other nations with their current problems. If, at any 
given time, we are engaged in helping a number of nations in matters 
of importance to them (as distinct from giving assistance related to the 
accomplishment of some regional or worldwide project not orginating 
primarily in the country receiving assistance), there would be a number 
of nations disposed at such a time to cooperate with us, 

Another effort the United States should be prepared to make would 
be to use the small pressures and incentives which are available to us to 
further our interests when issues are still minor before the crisis stage 
has been reached. While there can be no quarrel with the principles 
that we do not interfere in the internal affairs of any nation and that 
we work within the framework of the United Nations, there may be a 
danger that these principles may be recited as a justification for in- 
action on an issue until it reaches crisis proportions. If a govern- 
ment proposes or initiates a course of action contrary to our interest, 
it frequently should be possible for the United States to take action 
which would either help the government solve a high priority problem 
or create for it an even higher priority problem than is involved in 
the course contemplated before the matter reaches the newspaper 
headlines. 

The United States should be ready to give full recognition to the 
effect on other countries of considerations of national prestige and 
to take action which will be primarily short run, political or psycho- 
logical. We should not concentrate exclusively on “basic problems,” 
what is “really best for the country,” or “long-run” results. 

It should be in the interest of the United States to develop with as 
many nations as possible common interests and mutual dependence. 
We should try to reduce to the absolute minimum the number of na- 
tions that do not feel that they derive a direct benefit from coopera- 
tion with the United States. 

In order to be ready for action along these lines the United States 
will have to have funds continuously available and an operating or- 
ganization in existence. The object should be to render whatever 
service we believe will be most useful to the recipient government and 
at the same time be consistent with the interests of the United States. 
We should avoid limitations on the use of funds which would make 
them available for economic development only or to supply technicians 
only. We should not prejudge by law the course of treatment which 
should be offered to a country requiring help as we do when we ap- 
prove aid defined as to nature and purpose as we have done in the case 
of technical cooperation. The way to prevent money being wasted is 
to be sure it is used to deal with a specific situation and to make sure 
that an excessive amount is not available. 
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It is important also that the effectiveness of our efforts not be re- 
garded as in any way dependent on the amount of money spent and 
that there be no compulsion, administrative or otherwise, to speed up 
expenditures. We should try to develop a reputation for being 
ready and able to assist other nations with their problems. We should 


not start with the idea that we should solve their problems as rapidly 
as possible in an effort to produce a world without problems. In terms 
of maintaining ourselves in a position to influence the behavior of 
other nations, the important thing is to be rendering assistance rather 
than to compile a record of problems solved. 





RECOMMENDATIONS 


During the foreseeable future the primary object of United States 
foreign policy should be protection against the Soviet threat 

Although it is desirable for the United States to broaden its foreign 
policy operations in order to deal more effectively than we have in 
the past with problems not directly related to the Soviet threat, there 
is no indication that Soviet military strength has been significantly 
weakened or that there has been a change of heart on the part of the 
Communist dictators. 


The United States should develop relationships not based on 
resistance to the Soviet Union 

Since World War ITI, United States foreign policy has focused 
primarily on resisting Soviet aggression and our principal effort has 
been to get other nations to cooperate in common efforts to counteract 
the Soviet threat. During the last 2 years there has been increasing 
evidence that a foreign policy built around resistance to the Sov iet 
Union has 2 major shortcomings. First, we are confronted with the 
fact that many of the newer nations of Asia and Africa are not very 
much worried about the Soviet menace. The most important thing to 
them is maintaining complete independence and, particularly, avoid- 
ing any appearance of domination by the western nations. Their 
emotions are directed against the former colonial powers and they are 
inclined to include the United States in the group. The anti-Soviet 
theme has not been effective in dealing with these nations. 

The other major shortcoming of our preoccupation with the Soviet 
danger has been that we are being confronted with an increasing 
number of problems not directly related to the Russian threat and 
have found that nations closely allied to us and in full agreement 
with us about the Soviet Union are in strong disagreement on non- 
Soviet matters and are ready to take action contrary to our interests. 
We have found that getting nations to cooperate with us against the 
U.S. S. R. does not give us assurance that they will cooperate with 
us on other matters. In many parts of the world traditional ni tional 
rivalries and religious animosities make it difficult for nations to join 
in any common undertaking. 

This does not mean that the U nited States has been wrong in empha- 
sizing resistance to the Soviet Union in our foreign policy. The point 
is that we have concentrated most of our effort on a single objective 
and have tried to fit most international problems which have arisen 
into the anti-Soviet program. The result has been that our relations 
with the new nations of Asia and Africa have not been satisfactory 
and our alliances have been disrupted by disagreements on issues not 
directly related to their primary objectiv es. The existence of these 
conditions weakens our ability to resist Soviet aggression. 

If we can develop with other countries common interests and co- 
operative relationships which are not connected with the Soviet 
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Union at all but are concerned with other matters in which these 
nations are interested, we will accomplish two things. We will estab- 
lish a basis for dealing with the frequently recur ae problems which 
are not the result of the conflict with the U. S. 8. R. and we will, at 
the same time, increase our strength against the Sov iet by eliminating 
dissension among our allies and improving our relations with the 
so-called uncommitted nations. 


United States policy toward the Soviet Union 

1. The United States can influence the policies and the conduct of 
the Soviet Union most effectively by action which does not involve 
direct dealings with the Soviet Government: 

The United States should maintain military capabilities for 
waging all-out nuclear war and for meeting local military attacks 
as the. most effective deterrent to military aggression by the 
U.S.S.R. Such capabilities require the availability of foreign 
bases and the cooperation of the armed forces of other nations. 

The United States should give a high priority to preverting 
any nation now free from falling under Soviet domination. 

The United States should use its resources and ingenuity to 
prevent or eliminate sources of tension or matters of controversy 
so as to prevent the Soviet from exploiting such situations to its 
advantage. 

The United States should do what it can to encourage the de- 
velopment of nationalism on the part of the Soviet satellites. 

The United States should concentrate its efforts on getting 
other nations to restrict strategic exports to the Soviet bloc and 
on maintaining their cooperation on a relatively short list of items 
of recognized strategic significance. As pointed out previously, 
the Soviet Union is not vulnerable to blockade in the long run and 
our power to force the cooperation of other nations by threatening 
to cut off aid to them has largely disappeared. We need the 
voluntary cooperation of our friends and allies, or the entire 
program for maintaining strategic controls will collapse. 

2. The United States should work with the Soviet Government to 
facilitate the flow of information across the Soviet borders and the 
exchange of persons. 

New weapons and new military strategy 

The primary objective of United States foreign policy should be 
the maintenance of our military capacity to resist aggression either 
in a major war or a local conflict. 

The new weapons of mass destruction in the hands of an intransi- 
gent Soviet, plus its growing offensive capability, emphasize the fol- 
lowing requirements in the United States foreign policy implemen- 
tation 

. The United States should strive for the increased effectiveness 
of our defensive alliances. We share an interdependence with other 
industrial nations on overseas sources of raw materials without which 
our economies could not function. 

2. The United States should maintain its foreign bases. The So- 
viet may narrow the gap in our relative weapons superiority but, 
if so, the geographic adv antage of our foreign bases will increase in 
significance. 
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3. The United States must seek effective deterrents to little wars. 
Deterrent power against all-out war, or attack against us, is not 
enough. Ability to use the hydrogen bomb has not served to pre- 
vent local conflict and inability of the free world to cope with piece- 
meal encroachment could lead to the devastation of all-out war. 
Would-be aggressors must be convinced that small aggressive opera- 
tions will not pay off. The free world must maintain in readiness 
ey equipped forces, together with facilities for their speedy 

transportation and deploy ment, so that prompt and effective retalia- 
tion can be taken against a local armed attack. 


United States policy toward new nations and underdeveloped 
countries 


1. The United States by its words and actions should try to convince 
the governments and the people of the new and underdeveloped na- 
tions that our interest in them and our policies toward them are 
not primarily concerned with getting their help in the cold war. 
This does not mean that we play down the fact that we regard the 
Soviet threat as our No. 1 problem. Our approach should be, how- 
ever, that we are aware of their importance in world affairs, and 
regi ard their policies and their cooperation as important to our welfare. 

We should try to develop common interests with each of these 
seating “tabbuaitbes such things as developing trade, exchanging 
students, and assisting them in solving the problems which they regard 
as important. 

3. We should make available to them assistance to carry out com- 
prehensive programs for national development without requiring 
that they give us political or military support. Such programs would 
have as their primary objective the ultimate improvement of the 
welfare of the people of these countries, and we should insist on the 
country taking the necessary precautions to assure the use of our aid 
for the purpose intended and taking the necessary action in such fields 
as health, education, and legal reform to make development possible. 

4, The United States by its words and its acts should demonstrate 
that it favors eventual independence for all people. We should try in 
every way we can to assist those colonial peoples who at present lack 
the skills and resources to maintain themselves in the future as inde- 
pendent states. Because we recognize that certain dependent areas 
are not yet ready for independence, as well as the undesirability of 
the tensions and political fragmentation which might result if minor- 
ity groups now in process of assimilation in various nations misin- 
terpret generalized public pronouncements in support of self-govern- 
ment, the United States should refrain from public statements on 
colonialism except in reference to specific situations. 

5. The United States should move in the direction of disassociating 
itself from the nations of Western Europe in dealing with world 
affairs except on matters relating directly to the common defense. 
This does not mean any less concern on the part of the United States 
for the interests of our European allies or a diminishing of our coop- 
eration with them. On the other hand we should make clear to other 
friendly nations that we are not committed to a “European” point 
of view on issues not directly related to defense, or to the support of 
the interest of any nation which we believe is in conflict with 
the common good. 
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Improvement of relations with our allies 


1. The primary objective of the United States in dealing with its 
allies should be to get each alliance to do effectively what it was estab- 
lished to do. We should not try to make our alliances into political 
organizations devoted to reconciling the conflicting views of the 
members on a variety of issues not directly related to the purpose of 
the alliance. 

2. Disagreements among allies on matters not directly related to 
ta purpose of the alliance should be dealt with by finding a solution 
to the problems at issue by negotiation with all n: itions concerned, 
whether allies or not. For ex: imple, although the NATO countries 
are all interested in the Suez Canal, the Suez Canal is not a NATO 
problem. It is better for the United States to devote its efforts to 
working with all interested nations to find a solution to the Suez issue 
than to spend time negotiating and compromising within NATO to 
arrive at an agreed position. 

3. Any doubt which any NATO nation has as to whether the present 
strategic plan for the defense of Western Europe, or whether the 
performance by it of the military role assigned to it is possible or 
is in its own interest, should be removed by a restudy of strategy and 
a reassignment of functions. .A basic issue to be resolved will be a 
determination of whether or not Western Europe can be defended 
against a major Soviet attack without the use of the United States 
Strategic Air Force against major targets in Russia. If defense of 
Western Europe without the use of the H-bomb by the United States is 
impossible, the United States has to be ready for our cities to be devas- 
tated by Soviet atomic attack as part of the cost of defending Western 
Europe. It is possible that the European NATO countries will need 
reassurance from the United States on this point before they are will- 
ing to give top priority to a common defense effort. 
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NATURE AND ORGANIZATION OF FOREIGN AID 


Smaller annual expenditures anticipated 


Although the recommendations which have resulted from this 
survey tend to broaden the purposes for which United States assist- 
ance should be provided and to remove certain restrictions on the 
use of such assistance, it is recommended that the annual expenditure 
by the United States for foreign aid should be reduced rather than 
increased. This reduction should be applied to military aid, economic 
aid, or both, as may appear to be in the best interests of the United 
States. 

In prior years the major parts of our foreign-aid programs have 
been planned to meet specific emergencies as quickly as possible. The 
Marshall plan was designed to rebuild Western Europe before it 
could be subverted by the Communists. The military aid program 
had as its purpose the building and mobilization of military strength 
en a crash basis in order to defend against a threatened Soviet attack. 
Even in our development assistance and technical cooperation pro- 
grams there has been an urgency for the United States to move 
quickly in order to prevent the engulfment of the underdeveloped 
countries by communism. 

In order to deal with the problems of today, a change of pace is 
indicated. The speed with which the underdeveloped countries ad- 
vance will be determined more by legal, organizational, and psycho- 
logical adjustments that occur than by the rate at which capital is 
pumped in from outside. In trying to help other nations with their 
short-run problems we should not proceed in the expectation that the 
result of alleviating today’s controversies will be a world free of 
tensions tomorrow. 

Even in the area of military aid and defense support recent events 
have demonstrated that the weaknesses of our inaen are not due 
to the lack of military equipment and that their problems cannot be 
solved with money. Our further expenditures for military aid should 
be contingent upon a military strategy based on the realities of 1957, 
as well as the approval of and acceptance by each recipient of military 
aid of the military role assigned to it. The flow of our aid should then 
be adjusted to the accomplishment of the beneficiary rather than as an 
incentive for cooperation. 

From now on our foreign assistance should be “underfinanced.” It 
should be understood that our appropriations are not large enough 
to take care of all who desire our aid. We should give preference to 
those nations which can make most effective use of our help. We 
should encourage those countries which are able and willing to take 
those actions within their own competence that are essential to push 
forward their own development or their own defense. In distributing 
foreign aid in the future we should focus more on what the recipients 
are doing and less on what the Soviet Union is doing. 
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No effort has been made to estimate the dollar requirements for im- 
»lementing the various types of aid programs which are recommended. 
Means were not available for building from the ground up estimates 
for programs with the different orientation which is recommended. 
On the other hand, figures derived from adding to or subtracting from 
amounts planned for programs with different objectives would be 
subject to an indeterminable margin of error, 

A large proportion of the current program goes to maintaining 
conventional forces in Korea, Formosa, and other non-European coun- 
tries. There is no immediate prospect for eurtailing such expendi- 
tures. If it is decided by our military commanders that the NATO 
forces should be equipped so that they can withstand a major Soviet 
attack without calling on the United States Strategic Air Force to 
drop the H-bomb on Russia, it will be necessary to equip European 
forces with other new and exotic weapons which are very expensive. 

All types of economic assistance, whether for development. or de- 
fense support or to meet short-run current problems, should be pri- 
marily on a loan basis. This should tend to reduce rather than expand 
the requirements of the recipient nations. Furthermore, with the 
possible exception of defense support, there should be marked change 
in pace in the outflow of nonmilitary funds. The objectives of our aid 
programs should be expressed in terms of observable results in the 
beneficiary countries, but should not be related to any particular time 
schedule. Our position should be that of offering assistance, but the 
responsibility for its accomplishments should rest with the recipient. 
Our money should be drawn from us, not pumped out by us. This 
emphasis on low-pressure spending should also tend to reduce the an- 
nual outlay for nonmilitary aid. 

United States aid contributed to and distributed by international 
organizations, including the United Nations specialized agencies, 
should continue at about the present level. Our contributions may be 
increased as the programs of the organizations increase but this may 
be offset in some instances by reducing our percentage share. 

In view of these considerations, the nonmilitary aid recommended 
should be less costly than previous programs. 

Military aid.—The United States should continue to assist in the 
maintenance and equipment of the forces of other nations as long as 
such assistance strengthens the defense of the free world and the 
United States against Soviet aggression. All recipients of United 
States military aid should be convinced that they have a strategic role 
which is in their interests and should be ready to assume the responsi- 
bilities of that role before further military assistance is provided. 
United States military assistance should be adjusted to variations in 
the vigor and effectiveness of the military effort of the recipient. 

Nonmilitary aid.—The United States should provide funds and 
maintain the necessary organization to be able to carry on three types 
of non-military-aid programs. 

1. A program for assisting other nations to meet their current, 
high-priority problems where such action will be in the interest of 
the United States. This would include what is at present called 
defense support; that is, economic assistance to a country which is 
maintaining a military establishment larger than its economy can 
support or where the success of its economy bears a direct relationship 
to its defense posture. It would include a great variety of other proj- 
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ects, including the supply of technicians, the exchange of persons, buy- 
ing up surplus production, or making a loan. Assurance that funds 
will not be used recklessly for this type of program should be derived 
from limiting the total amount available rather than from legal re- 
strictions on the purposes for which the money may be spent. Defense 
support is included in this category because from the point of view of 
our relations with other nations it would be better not to treat such 
assistance as part of the military program, and from an administrative 
point of view it would be handled by economists, bankers, and tech- 
nicians rather than by generals. Most of the assistance should be on a 
los im basis. 

2. A program of long-range development assistance based on the 
requirements of the country and without conditions other than those 
necessary to assure effective use of our aid. This type of assistance 
would be based on the belief that in the long run the United States 
would benefit economically and politically if the underdeveloped 
countries are developed, and also on the recognition of the widespread 
demand for development assistance from these countries which it would 
be contrary to the short-run interests of the United States to disregard. 
Although this type of assistance should not be provided to a nation 
hostile to the United States, it should be made available on the basis 
of need and the willingness of the rec ipient to take the action necessary 
to promote ¢ developmer nt rather than in relation to either international 
or internal political considerations. 

The United States should continue to contribute to the programs 
of various international organizations of which it is a member, includ- 
ing the specialized agencies of the United Nations. In general, the 
United States contribution should be arrived at by a formula accepted 
as equitable by the organization. The United States share should 
eradually be reduced so as not to exceed 30 percent of the total program 
of any organization. 


In most cases nonmilitary aid should be on a loan basis 

The fact that most loans to be made under the programs recom- 
mended would not be “bankable” should not obsecure the fact that it is 
desirable that the beneficiaries of United States assistance should re- 
pay us whenever they are able to do so and that undoubtedly many na- 
tions will eventually advance to a point where they can pay something 
back. We should not entangle the nations we want to help in rigid 
commitments which will lead to controv ersy and default. Neverthe- 
less, under most circumstances a feeling of continuing obligation on 
the part of the beneficiary, together with any sort of “prospect of re- 
payment, however tenuous, ’should be to our adv antage. 

One of the primary reasons for preferring loans to ) grants in provid- 
ing assistance is that loans, particularly when their terms are flexible 
and subject to renegotiation when circumstances warrant, become a 
long-range common ‘interest of the borrowing country and the lender. 
As has previously been pointed out, during the next several years it will 
apparently be mn ponte for the United States to develop favorable 
bilateral relationships with as many nations as possible and that such 
relations include as many tangible elements as possible. Our influence 
on other countries will be greater if their interests coincide with our 
own in important respects and if each feels that its relations with the 
United States are important to its wellbeing. The use of loans would 
further this policy Objective while grants would be less effective. 
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The disciplinary value of loans is one of the strongest arguments 
for their use. Instead of a random array of diverse programs govern- 
ments will have to establish a scale of program priorities and deter- 
mine how they fit into an overall development plan. Governments 
often lack the ability to make these assessments and may have to invite 
outside groups to make them. The International Bank has made a 
number of country studies as a preliminary step to the making of a 
loan. These are elaborate analyses of the material and nonmaterial 
elements in a country. They point up the possibilities as well as the 
limitations of dev elopment. To the extent to which they introduce an 
element of caution in overambitious plans they play an important role. 
It may be expected that such surveys will be a prerequisite for loans 
made by the United States. Some may argue that their completion 
will slow up the development programs. In some cases that may be 
correct. But the general effect will be to inject a note of realism and 
orderliness into the development process and to alert a government 
to some of the possible consequences of its plans. 

A recipient of grants is dependent upon continued assistance from 
the donor. Additional sums can only be expected upon a showing that 
previous grants have been spent. A loan will be made to complete a 
project or program. This will give greater assurance that financing 
will be available for its completion and relieve the pressure to use up 
money in order to qualify for additional grants. 

The terms of the loans will be more favorable than the usually 
bankable type to length of repayment, interest rate, and method of 
repayment. Renegotiation of the terms will be permitted should it 
be determined that the original terms cannot be met. The dollar 
shortage of many of the borrowers will result in repayment in local 
currencies or in commodities. It may be anticipated that even under 
these favorable terms some countries will have to default. In such a 
case the United States has a basis for engaging in negotiations through 
which it may exercise its influence toward constructive objectives. 

Grants are not excluded entirely. There will be circumstances when 
they will have to be made. Some basic programs in countries with a 
relatively low level of development may need grants as a stimulant to 
the whole development process. A major catastrophe engulfing a na- 
tion is another example. An international disturbance to which the 
country is not a party but the effect of which is to create severe eco- 
nomic dislocation may make an outright grant necessary. There will 
also be those cases where, in our own national interest and unrelated 
to any economic purpose, it may be desirable to give a particular 
country grant assistance. For these varied purposes a special fund 
would be made available to the President with a minimum of legisla- 
tive restrictions. It would be replenished only after a determination 
by the Congress that the earlier money has been used in furtherance of 
the objectives of the program. 

Legislative authorization for military features of the mutual 
security programs should be transferred to the Armed 
Services Committee and kept separate from the nonmilitary 
aspects of such programs 

Assistance for the arming, equipping, and maintenance of military 
forces of other nations should be completely separated legislatively 
and administratively from assistance for other purposes. At the time 
of inception of aid programs this was probably not advisable, as for- 
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eign policy in this field had not become clearly defined. Today it is 
clear to all that aid to countries of the free world to prevent domination 
by communism is an integral part of our foreign policy. 

Evidence presented by military experts is to the effect that the sep- 
aration of military aid funds to be welded into our own defense pro- 
gram would call for no dislocation in planning and administration. 
‘Testimony from those who administer our foreign. aid program indi- 
cates that this could be done without hindrance to the economic admin- 
istrative setup. State Department officials have offered no objection 
to this plan. 

From the standpoint of the people of the United States and the 
Congress it is not clearly understood that foreign aid for military pur- 
poses is part and parcel of our own defense. Such aid is alw: ays con- 
fused with economic aid. If military aid is placed in our own de- 
fense budget it will soon be understood by all that our military leaders 
consider that foreign aid is essential to our own defense and is a neces- 
sary part of our own defense program. 

The separation of economic and military aid could be accomplished 
by several methods. One would be to revert to the earlier legislative 
practice of using separate bills. Another would be to eliminate the 
need for annual reauthorization by removing the present 1-year time 
limitation. Such a procedure would make it possible for military as- 
sistance funds to be budgeted with those of the United States Military 
Establishment, and still retain the existing responsibility for legisla- 
tive oversight in the Committee on Foreign Affairs without the need 
for annual reauthorization legislation, 

It would appear that the more logical procedure would be for mili- 
tary funds to be ph wed by the Executive in the defense budget and 
then for the continuing authorization to be handled by the Congress 
Ly the same methods and by the same channels now handling our own 
defense program. 

Soviet competition in offering assistance 

There should be no rigid legal or administrative restrictions to 
prevent supplying U nited States nonmilitary aid to countries which 
are receiving aid from the Soviet Union or even nations which may 
be maintaining cooperative relations with that Government. One of 
cur primary objectives is to help nations such as Poland disengage 
themselves from Soviet domination, and it is essential that we be able 
to provide them assistance. Neither does it appear possible to formu- 
late any meaningful statement of a general policy that we should not 
enter into competition with the Kremlin in offering aid. It is im- 
portant that we avoid making the so-called uncommitted nations 
formally choose sides under the conditions that exist in the world 
today. We defeat our own purposes if we tell them that they must 
deal only with us. 

On the other hand, every effort should be made in the administra- 
tion of our aid programs to avoid assisting countries where it seems 
likely that they may succumb to Soviet domination so that we would 
be in the position of having our aid used against us. We should also 
not allow ourselves to get in a position where we are bidding against 
the Soviet for the favor of any nation. When the leaders of any 
country are so indifferent to moral principles and to the long-run 
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interests of their people that they are willing to accept assistance pure- 
ly in terms of whether the United States or the Soviet Union makes 
the better offer, it would be in our interest to withdraw from the 
situation. 

The only effective protection that we can have in dealing with 
such issues is the discretion and commonsense of those responsible 
for the administration of our foreign assistance programs. 


Career service 
When our aid programs were new and their duration uncertain, 
the “spot recruitment” of personnel for short tours overseas could be 


justified. On the assumption that assistance is placed on a long- 
a basis the personnel policies should be changed accordingly. The 
— rate of employment in the United States “makes it increasingly 
cult to recruit qualified individuals for short tours of duty over- 
seas. The establishment of a small development service as a career 
service would attract young people who have specialized in a par- 
ticular field such as agriculture, public health, or education. They 
would be assigned as needed to a program for an indefinite period (ex- 
cept for home leave), thus providing an element of continuity that 
is not likely under the present system. Adequate preservice in- 
doctrination in handling problems in the underdeveloped countries, 
followed by assignments : Seouud: would make them more adaptable to, 


and understanding of, the complex local situations they may en- 
counter. 

This does not mean that we should attempt to maintain a perma- 
nent staff large and diversified enough to work on any problem which 


may arise in any nation. At any given time the United States would 
expect to be using the services of a number of temporary specialists 
who are hired to deal with particular problems. 

To accelerate the training of local peoples study should be given 
to instruction in basic technical skills of personnel in the various na- 
tional armies. The exchange-of-persons program should be continued. 
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TUESDAY, OCTOBER 9, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS 
Washington, D. 0. 
The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10 a. m., Hon. James P. Richards (chairman) presiding. 
Chairman Ricwarps. The meeting will come to order, please. 
Ladies and gentlemen, we have some very distinguished witnesses 
before us this morning at our executive session. Before we take any 
testimony I would like to make a short statement. 


COMMITTEE RESOLUTION 


As you know, the Committee on Foreign Affairs on June 21 adopted 
the following resolution : 


Resolved, That the Committee on Foreign Affairs of the House of Representa- 
tives— 


and I emphasize the following words— 


shall examine and reappraise, under the direction of the chairman, the objectives, 
methods, and results of the foreign policies and programs of the United States 
involved in the Mutual Security Act and related legislation and shall prepare its 
findings and recommendations not later than February 1, 1957. 

Of course, that resolution covers a wide field of study and reap- 
praisal. 

I might add that it is our purpose here to discuss with these wit- 
nesses significant recent developments in the field of foreign atfairs 
which require, or which may require, a reformulation of basic policies, 
or redesigning of the present mutual-security program. 

In voting for this resolution last June, you will remember that this 
committee decided the assumptions upon which the aid program was 
built should be reviewed before the next Congress begins its delibera- 
tions on this subject. 

The witnesses today will address themselves to that part of the com- 
mittee’s resolution. Each of the witnesses is, of course, invited to 
direct his remarks to any particular phase of the subject which he 
wants to emphasize. 

I can readily understand that the witnesses may be a little nonplussed 
at the magnitude of the subject which has been presented them and 
may feel there is a question as to where to start. Asa matter of fact, 
we will hear a good many witnesses. 
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All of these gentlemen are familiar with the overall subject, and 
we want to leave with them absolute freedom as to the scope of their 
testimony. 

Of course, I might say for the benefit of the witnesses here, a good 
many questions have occurred to us on the mutual-security program 
each time the legislation has come up here. 

One of the things that has worried us, and one of the reasons we 
want to begin this as early as possible is that it has been our expe- 
rience that the different phases, the different projects, the different 
subheads of the mutual-security program and its related projects are 
the result of work which began a year or more before they ever came 
to this committee. Right now some of the studies as to the projects 
that would be presented in any foreign program to be presented to 
the Congress next year are being formulated, and all the time the 
world picture is changing and the need for a particular type of project 
or particular form of aid has changed. 

We have been concerned, for instance, with whether or not there is 
enough flexibility allowed the executive department in the foreign-aid 
legislation as it comes to this committee. 

Last year’s legislation, I think, provided for more flexibility and 
less rigidity than in any previous program. 

Then there is another question that we are very much interested 
in. This is whether, if we are going to have a foreign-aid program, 
assistance should be in the form of grants or loans, or whether the 
emphasis should be placed on either. 

Another thing is the problem of providing for longtime projects. 
The practical difficulty of this lies in various provisions of the Con- 
stitution, and whether or not later Congresses would agree with action 
previously taken by the Executive. There is also the danger of mis- 
understanding by foreign peoples who don’t understand our consti- 
tutional processes. 

Another thing I would like to hear General Smith on particularly 
is whether or not the military phases of this program should be turned 
over entirely to the Defense Department. Defense really administers 
the military program anyway. Of course we understand that any 
foreign military aid has to be closely allied with foreign policy. That 
is the difficulty of placing it in a compartment within our own defense 
program. 

All of those things are of great importance. I name them only 
to show the magnitude and scope of hearings such as this, and we 
fully understand we will not be able to get all the answers. 

Gentlemen, you are the first four witnesses who have honored us 
with your presence here this morning, and we thank you for coming. 
It is not the intention of this committee to subpena anybody. We 
are entirely dependent on the generosity of people like yourselves 
who are willing to assist us on a purely voluntary basis. 

We feel that you can contribute something to the thinking of this 
committee, and you can contribute a great deal toward helping us 
to evade the pitfalls that confront us in shaping up legislation next 
year in view of changing world conditions. 

I want to say that these hearings are in executive session and are 
to be kept in strict confidence. 

The press and other news agencies are anxious to have something 
on your testimony here today. Nothing will be given out except a 
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short statement as to your testimony, and that will not be given out 
without your approval. You will see it before anything is given 
out. 

It has been stated, Mr. Crawford has stated to the press at my di- 
rection, that at the end of the committee’s survey a transcript of your 
discussions with us will be given out. 

If any statement is given out you will be allowed to correct it and 
delete what you wish to. 

So far as the committee members are concerned, nothing will be 
given out except through the chairman and with your consent. 

I understand we have with us certain advisers of the witnesses here 
today, one of them being an assistant to Mr. McCloy. 

Mr. Pererson. I have two members of the CED staff here. 

Chairman Ricuarps. You have nobody with you, General Smith? 

General Smiru. That is right. 

Chairman Ricwarps. And you, Mr. Hoffman? 

Mr. Horrman. I have nobody with me, sir. 

Chairman Ricwarps. I hope that my statement has given you an 
idea of what we are trying to do. 

I will call on the first witness now. We will first call on the Hon- 


orable John J. McCloy, of New York City. 


STATEMENT OF HON. JOHN J. McCLOY, CHAIRMAN OF THE BOARD, 
CHASE MANHATTAN BANK, NEW YORK, N. Y. 


(Formerly Assistant Secretary of War, 1941-45; President, World 
Bank, 1947-49; United States High Commissioner for Germany, 
1949-52) 


Mr. McCrory. Mr. Chairman, I am very happy indeed to have your 
invitation to appear before this committee. In the first place, I have 
been before this committee when I was in public service a number of 
times, and I retain a very pleasant recollection of the appearances 
that I have made. I don’t mean that as a matter of convention, but I 
think the House Foreign Affairs Committee during the number of 
times I have been before it have always been most considerate of the 
witness, and I have a deep impression of the knowledgeability that 
the committee revealed on the subjects in which I was being examined. 

I do want to point out that, although I have had some experience in 
administering and carrying out defense and foreign policies of the 
United States in the past, I realize, as I am sure you do, that in the 
absence of direct contact with current problems and responsible action 
in these fields any opinions I may have must necessarily be qualified 
and their value limited by the lack of such contact. 

You have given me an idea of some of the basic questions and new 
problems with which the United States is faced in its foreign relations, 
and I thought that I might start out by dealing generally with them. 
I will not take the questions seriatim but consider them in general. 


SOVIET OBJECTIVES UNCHANGED 
The first question inquires whether the United States should during 


the next 5 years give a lower priority to the Soviet danger than here- 
tofore. 
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I would say “No” to that question. I see little or no evidence that 
the Soviets have abandoned their idea of world domination, though I 
feel they are relying less on the Stalinistic devices of direct threat and 
military pressure and fear than they were before. Their efforts are 
directed more to subversion, infiltration, and inducement—a softer 
approach, but no less determined and no less pointed. 

I think Khrushchev’s speech which denounced Stalin, and which 
was very revealing, was quite clear on this point. 

We were all taken back by the extent of his denunciation but there 
are many things in that speech which made it quite clear that although 
he was denouncing some of Stalin’s methods he was preserving Stalin’s 
objectives and reserving the right, if you will, to return to Stalin’s 
methods if the present less stringent policy was not effective. That 
can be documented. So the immediate targets of the Soviets are dif- 
ferent, pore, but their ultimate aims are unaltered. 

Another very revealing thing, not only from their statements, but 
their actions in the past 6 months in stirring unrest in the Middle East, 
is also indicative of their ultimate goals. 

We all know the Soviet Union is not in any real need of oil from 
the Middle East. They have plenty of reserves. They have the 
Baku Area, Rumanian oil, and new fields near the Urals—quite 
enough to take care of all their needs. And we know the vast areas 
they possess, so that with only a modicum of exploration and vigor in 
terms of finding new reserves, it should be possible to discover plenty 
of oil within the Soviet orbit. 

What the Soviets seem to be doing is not only sitting back and 
building up their own oil reserves, which are quite adequate in them- 
selves, but reaching out to control the Middle East oil—oil which is 
flowing to areas that are absolutely dependent upon the Middle East 
reserves, particularly Western Europe and to some extent the United 
States. So I think both by their words and their deeds we cannot be- 
lieve that the Soviets are adopting a fundamentally different ob- 
jective with regard to the Western democracies than they have had in 
the past. Consequently I would not vary the priority of danger but 
] would pay a great deal of attention to their new techniques. 


NATIONAL INDEPENDENCE 


There is another question contained in the chairman’s letter to me 
which dealt with the growth of the spirit of independence among na- 
tions and the likelihood we should have to deal in the future with na- 
tions who are independent as policymakers rather than followers of 
our leadership. 

I have no doubt that most nations today are very sensitive of their 
independence. They are more so than was the case when they were 
more largely dependent upon us for their sustenance and their imme- 
diate and only defense. So I think we do have to face such an instinct 
on the part of all free nations, but I do not believe this means they 
would not follow our leadership if the quality of it were high, con- 
vincing, and it justified confidence. 

Another question related to whether it can be assumed that inde- 
pendent nations with rising living standards would be friendly and 
cooperative with the United States. It is true that our tendency has 
been to assume that free nations would be more friendly to the United 
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States if their economy were stabilized and if they enjoyed a rising 
standard of living, but I do not believe that you can guarantee this. 
I think the chances are definitely better, that 1s, that they will be less 
susceptible to Soviet or other dangerous blandishments. But if you 
look at history, I am afraid you will have to say that it demonstrates 
you cannot be certain on this point. 

I have in mind, for example, the situation in Germany before the 
war where they had a very high standard of living and they took a 
misguided path just the same, and were most uncooperative so far 
as the United States was concerned. 


USE OF FORCE 


Another question is whether the United States should renounce the 
use of force except in the case of all-out war, or whether we should 
be able and willing to employ force in limited conflicts upon occasion. 

I feel we should be prepared for the use of military force where a 
so-called brush fire gives evidence of extending its consequences to our 
vital interests; for example, in the case of Korea 

It is very difficult to tell when the fire starts whether it is going 
to be significant or not. I think it requires a God-given prescience 
to be able to determine that; but I give you the example of Korea. I 
was in Germany at the time when ‘the northern Koreans came down 
into the south, and the tremor that swept through Germany was 
perceptible to everybody there. 

The Germans saw in the Korean situation a parallel to their own 
position—a truncated country, one part occupied and another part not 
occupied. 

Up to that time there had been some coup d’etats in the East Euro- 
pean countries but never any use of force. 

The Germans always were apprehensive that there would be some 
movement of force across their eastern borders. There was talk of it 
in the Russian propaganda. There was a constant threat of it. When 
the North Koreans invaded South Korea it was like an electric shock 
to Germany. 

The fact that we responded at that time and took the decision to 
oppose the aggression had the most profound effect upon Germany. 

The minute we made the decision to oppose aggression in Korea, 
from that minute on there was in Germany a new sense of confidence, 
and I mark it one of the chief factors in the preservation of our posi- 
tion in Germany, along with the airlift and saving of Berlin. This 
is an example of the possible ramifications of a brush fire. If you 
said you didn’t have in mind the possible use of military force I think 
we would be giving hostages to fortune which we could not afford. 

We should use all our influence and patience to avoid the use of 
force, but I cannot imagine that it would be prudent to abjure the 
use of force altogether except where it clearly might induce all-out 
war. 

DEVELOPMENTS IN SOVIET UNION 


Other questions relate to developments within the Soviet Union 
itself. I can put a series of questions in that category. To what 
extent has the totalitarian aspect of life in the Soviet been altered? 
What role does public opinion now play in the Soviet Union? What 
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new problems, external or internal, confronting Soviet leaders are 
apt to lead to significant changes in Soviet foreign policy ? 

It does seem the power behind the new Soviet leaders has shifted 
from the NK VD tothe army. The secret police still function, but I 
gather in a much less comprehensive way than was the case in the 
Stalin-Beria days. 

I must say I am not an expert on this subject. I noticed on your 
list of witnesses that you have some real experts on the Soviet Union, 
such as Dr. Mosely and others. I never have visited the Soviet 
Union; all of my information is secondhand. However, I dealt with 
many Russians during the war, and while in Germany I saw some- 
thing of their army, its materiel and leaders. 

I did preside over a study group in the Council of Foreign Re- 
jJations in New York City which dealt with the subject of the Soviet 
Union and its relations with the United States. This group was 
composed of a group of men of real distinction and wide experience—- 
soldiers, admirals, atomic physicists, former public servants, business- 
men, educators, and a number of experts in the Russian field. <A 
number of them had a wide experience with the Soviet Union. At 
the end of this group’s deliberations a book was published by Prof. 
Henry Roberts, who was a member of the group, and to this I added 
aforeword. I don’t like to say that you should read a book with which 
I had anything to do, but I suggest that Dr. Roberts’ book, which is 
an attempt to put down the composite of this group’s views (and it 
was a rather remarkable group) would justify the attention of the 
staff of the committee if they have not already looked at it, if not the 
members of the committee themselves. The book is called “Russia 
and America.” 

I will say nothing more about the attitude of the Soviet people, but 
I would like to point out one thing which I think is deeply significant, 
and that is that the Soviet leaders themselves have disclosed a weak- 
ness in the system by which the Soviet Union is run—a weakness which 
in my judgment (and in spite of many really outstanding achievements 
by the Soviets, not the least of which was the winning of the war 
and the educational developments since then) must in the last analysis 
be a significant limiting factor on the development of the Soviet 
Union as a nation. 

I refer again to the speech of Khrushchev and the general denigra- 
tion of Stalin which is still taking place in the Soviet Union. Here 
was a man, a former leader for many years, almost deified by the 
same leaders who are now denouncing him. He now is portrayed 
as a brute, an incompetent, a traitor, a militarist, and the worst thing 
of all, a deviationist. I cannot recall a single case in history where 
a government has had to confess so abjectly an admission of failure 
as the posthumous attack on Stalin. Here was a man who had guided 
the Soviet Union for years, whose picture was everywhere posted as 
a hero, the man who led its armies to victory. The man for whom 
streets and cities were named. Now, there is no crime too base to 
charge him with. Yet in the entire Soviet political system, it is ad- 
mitted there was no method available to restrain this monster—no 
vote, no legislature, no committee, no branch of government, to mod- 
erate his excesses. There didn’t exist in the entire Soviet political 
system any means to control him, no possibility of a coup d’etat. I 
don’t want to be charged with advocating assassination, but it is a 
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fact that they didn’t even have the will to assassinate him. Even the 
Germans made an attempt on Hitler. The whole Soviet society was 
so stultified by this oppression from the top that no political or other 
will was there to combat him. 

I somehow feel that even in the Soviet Union so complete a con- 
fession of political bankruptcy, and so diametrically a reversal of 
doctrine, cannot completely have left the common man and woman 
completely unaffected. Everything which outsiders have said about 
the dictatorial aspects of Soviet rule, the Soviet leaders now not only 
confess but urge as the very justification for their own participation 
in the crime. I simply cannot believe that the common man in Russia 
does not have serious misgivings which may be the beginning of an 
opinion of his own—a public opinion to which in time the government 
may become increasingly responsive. 


SHIFT IN SOVIET TACTICS 


I do believe the Soviet leaders have shifted their tactics and to some 
extent their strategy. Certainly they have become less menacing in 
a military way; certainly they have shifted the main weight of their 
drive for domination from Europe to the Far and Middle East. T hey 
have not ceased to press or to infiltrate into Western Europe but they 
have become more active in the above and other undeveloped areas 
of the world. 

This is very significant because the old Marxist-Lenin line was that 
the real fruitful soil for agitation, revolution, and Communist victory 
was in the highly industr ialized areas of the world—Western E Lurope 
particularly. Now the Soviets have met firm opposition in Western 
Europe, and they have shifted from that region into the underde- 
veloped areas, and they have had some success there. This is a kind of 
attack on the soft underbelly of the free world that marks a definite 
change in the old traditional Marxist-Leninist line. The Soviets are 
no longer pursuing the industrial worker, but now they are seeking 
influence and domination in those areas where there is a rise of na- 
tionalism, anti-colonialism, and a great urge and surge for improved 
standards of living. 


MAINTENANCE OF STRONG MILITARY ESTABLISHMENT 


Of course, the correct answers to the questions which are outlined 
in your letter, Mr. Chairman, would all deeply affect our defense and 
foreign policy. My own belief is that at all costs we must maintain 
our military establishment at a very high level of technical efficiency. 
Barring some form of controled universal disarmament I see no alter- 
native to this as long as the Soviet Union pursues its aim of world 
domination. This means the best military research as well as the 
strongest striking forces. 

Here I would urge less emphasis on secrecy and more on wide in- 
quiry. I have always been disconcerted, particularly since I was in 
the War Department, by the number of foreign i inventions and devel- 
opments on which we have had to depend to kee ) our military forces 
modern and up to date. This holds all the v ue # ‘om earlier weapons 
to anti-aircraft defense and even the atom Aue 4 Although we devel- 
oped the bomb itself in this country, we received the theoretical 
knowledge and the main sparks for its development from abroad. 





FOREIGN POLICY AND MUTUAL SECURITY 


FOREIGN AID OBJECTIVES 


I have also been asked to consider the general problem of foreign 
aid. This subject alone has so many facets to it that one scarcely 
knows where to begin. There are so many considerations and so many 
categories that any generalization is very apt to be false. 

Again I want to say that my experience in the administration of 
foreign aid is somewhat out of date. During the war I was very 
heavily involved in the so-called lend-lease program. As a matter of 
fact, I remember testifying before this committee at the time of the 
adoption of that legislation, and we had a very useful session. After 
the war I administered with the great help of some very efficient 
deputies, not the least of which was Bob Hays, a large Marshall-aid 
program in Germany. We have with us here today the chief admin- 
istrator of that program for all of Europe, Mr. Paul Hoffman. I also 
have been president of the International Bank for Reconstruction and 
Development, where problems of aid in the form of loans were things 
of everyday concern. But lend-lease and Marshall aid are things of 
the past. They were emergency measures, highly successful insofar 
as the accomplishment of the immediate objectives were concerned— 
the winning of the war and the rehabilitation of Western Europe. 
Now we are faced with new problems and new questions. It is true 
there is an aspect of emergency in the rivalry between ourselves and 
the Soviet Union, but quite apart from this factor, we should prob- 
ably have to consider our attitude to foreign aid even if the Soviet 
Union were a nice, well-behaved democratic state. The problem 
would be a whole lot simpler but it would still be there. 

Always there is before the responsible officials of the Government 
the problem of furthering the security of the United States and pro- 
moting the well-being of its people. Foreign aid is one of the ele- 
ments that must be considered in the light of those objectives. If it 
does not further those objectives, there is no doubt it should be 
discarded. 

MILITARY ASSISTANCE AND ECONOMIC SUPPORT 


To be sure, our military aid is largely induced by the military 
menace of the Soviet Union. Faced as we are with their tremendous 
ground army and an air and submarine force of a most challenging 
character, we seek to encourage the free nations of the world to place 
themselves in a position where they can have a reasonable hope of 
defending themselves and deterring aggression. How much this in- 
cludes in the way of military assistance and economic support, which 
added military burdens impose, is largely a matter for the military 
to appraise and state. Western Europe, though rehabilitated, is not 
yet at a point where it can support alone the high cost of modern 
implements of war. In my judgment it should not be long, however, 
before the nations of Western Europe could be reasonably expected 
to maintain forces of a respectable character on their own. It will 
be a much longer time before Korea will be able to do so, or Vietnam, 
or Formosa, or Greece, or Turkey. 

Continuation of southeast Asian military aid seems to be taken for 
granted, but I would stress also the importance of military aid to 
south and southeast Europe, particularly with the threat which is 
arising in the Mediterranean and Middle East. I would also point 
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out what I am sure everyone connected with our aid program is well 
aware of, and that is that military aid cannot stop with the furnish- 
ing of weapons. It takes a sizable part of the economy of a country 
to support and maintain a modern army even after all the weapons are 
given to it, and some national economies cannot do it. 

Greece, in the normal situation, might, for example, support an 
army of some 50,000 men and now may “have 150,000 men. With new 
weapons which are extremely expensive to maintain, this is quite 
beyond the capacity of Greece’s economy. ‘Thus, we not only must 
give weapons to an army of 150,000, but we must also give support to 
the economy so that the military burden does not weigh too heavily on 
the people. 

DEVELOPMENT ASSISTANCE 


The main questions which face us regarding our foreign aid are 
those which relate to the matter of economic aid, pure and simple. 
I say pure and simple knowing full well that it is not so easy to dis- 
tinguish between military support and economic aid. I also say that 
it is the main question in spite of the fact that the main part of our 
aid is military. Foreign economic aid, or development aid as I would 
like to call it, is a very small proportion of our total program. 

Should the United States in the present day and age have an 
economic-aid program at all? What does the United States gain 
from such a program which is commensurate with the cost to the 
American taxpayer, already overburdened with the number of days in 
the year in which he works exclusively for the Government ? 


BENEFITS TO UNITED STATES 


In considering the returns, I would exclude such things as general 
gratitude, military alliances, votes in the United Nations, or any such 
short-range considerations. But I would appraise the benefits ‘which 
the United States would derive from the increased productivity of 
recipient countries whose productivity now is admittedly low. When 
I say this, I do not mean to rule out altogether aid which may be re- 
lated to certain benefits of a political character, but I would not con- 
fuse such aid with the type of economic assistance I have in mind here. 
Each has its place, but each should be kept separate, and we should 
never confuse the considerations that govern the two types of aid. 


ATTITUDE TOWARD UNDERDEVELOPED AREAS 


With the rehabilitation of Europe accomplished, we should now be 
able to look to the underdeveloped areas of the world with some sense 
of objectivity. First, it is quite clear that the problem in these under- 
developed areas is much more difficult than was the case in such eco- 
nomically sophisticated countries as Great Britain and Germany. 
Yet it is these underdeveloped areas which account for the great bulk 
of the world’s population—the western industrialized world accounts 
for about 500 million people; those now under the Soviet influence, 
including Chinese, number about 900 million; the rest of the under- 
developed countries of the non-Communist world, including India 
and Latin America, are roughly 1.2 billion. Most of these people are 
surging with the desire for better living conditions, for some sense of 
progress beyond their present low level of sustenance. There i is the 
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combination of anticolonial and nationalistic feeling, which is cre- 
ating a restlessness that all who visit these countries sense in some 
degree. We, on the other hand, have an economy which is both ex- 
panding and demanding. To use a much-overworked word, it is 
“dynamic,” but it is doubtful in my mind that we can go on in this 
expanding and dynamic form unless the rest of the world shares some 
of that expansion and dynamism. 


TRADE WITH UNDERDEVELOPED COUNTRIES 


The industrialized world of the West has a gross national product 
of roughly $800 billion yearly. The 1.2 billion people of the under- 
developed areas I am speaking of represent an economy of only about 
$150 billion. The industrialized West supplies approximately 75 per- 
cent of the imports of those underdeveloped countries, and takes more 
than a quarter of their exports. The Soviet trade with them is 
minuscule. Let us keep it that way. We have so much more to offer 
them, and they us, that this is one field in which I think if we act 
intelligently we ought really to welcome Soviet competition with a 
certainty that we can be successful in the ultimate test. 

Mr. Futron. Would you repeat those figures, please ? 

Mr. McCtoy. In the Western industrialized world, which repre- 
sents 500 million people, there is a gross national product roughly of 
$800 billion; whereas the lesser dev eloped area of the world, with 1.2 
billion people, has a gross national product of about $130 billion—the 

bulk of it in agricultural products and raw materials. 

Mr. CHATHAM. You say $800 billion ? 

Mr. McCuoy. Yes; against $130 billion. We supply 75 percent of 
the imports to those underdeveloped areas and we take more than one- 
fourth of their exports, and the Soviet trade with them is so small 
at the moment, at least, that there is nothing of great substance to note. 


SCOPE AND COST OF ECONOMIC DEVELOPMENT PROGRAM 


These considerations and those figures lead me to believe that, apart 
from any military aid, apart from any sums which should be set aside 
for emergency conditions, such as existed in Guatemala or Bolivia, or 
whatever particular brush fire might appear—and there certainly will 
be some—there should be authorized a pure development program 
classified and labeled as such, soundly administered with continuity 
and direction. It should be directed to those underdeveloped areas of 
which I am speaking, and I believe it would result in sustained eco- 
nomic benefit to the United States and its taxpayers. Its justification 
should be placed on an economic basis alone. If it induced gratitude, 
fine: if it did not, I would not be too greatly concerned. If it did not 
insure a stable democratic gover nment, at least it would have increased 
the chances of one to such a degree that the investment from our point 
of view would be well worth the risk. 

The program should be so advertised, in my judgment, as to make 
clear that it is wholly nonpolitical, nonmilitary, and entirely develop- 
mental in character. It should be discriminating only in the sense 
that development aid should be withheld from those who do not con- 
tribute to the basic effort themselves. This means contributions 
according to their own means and in accordance with the basic prin- 
ciples of a sound economy. 
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How much am I talking about for such a program? Not a great 
deal. It should be adequ: ite to help provide the extra margin of 

capital needed to generate some improvement and progress in these 
countries. Iam going to give some more figures, but again I want to 
warn that my figures | are very rough and are bound to be in such a 
treatment as this. Nevertheless, 1 think they are accurate enough to 
support the general principle of what I am saying. 

At present, the amount of capital formation throughout the under- 
developed areas as a whole is only sufficient to generate an increase in 
production sufficient to offset the normal increase in population. 
Therefore, the area as a whole is remaining relatively static at a very 
relatively low level. There are certain islands of progress, and condi- 
tions vary, of course, with each country. There has been some real 
progress in India, for example. Nevertheless, great areas are still 
standing still. Investment is not large. I am told the total is on the 
order of about $13 billion for all the underdeveloped countries. Of 
this, a bit more than one-tenth or about $1.4 billion comes from abroad, 
with approximately $1.1 billion flowing to the independent countries 
and another $200 million to $300 million going to the overseas terri- 
tories of the European ni tions. If these countries could be induced 
to step up their investment by another 20 to 25 percent, the marginal 
improvement in living standards should be clearly perceptible and 
would have a profound effect. The man in the street would be con- 
scious of it; governments and peoples alike would gain the psychologi- 

cal lift that comes from an awareness that there is real hope for a 
better future. 

Mr. Furron. Is that a yearly figure? 

Mr. McCoy. Yes, sir. To get this added investment there will 
have to be some increase in help from abroad—perhaps on the order of 
$1 billion to $114 billion. At present, I believe the total of our own 
Government-furnished development aid, the kind of aid of which I am 
speaking, amounts to no more than one-half billion dollars. In addi- 
tion, the net flow of private investment from our country adds a fur- 
ther one-half billion, placing total capital assistance from the United 
States to the underdeveloped countries at about a billion. 

It seems to me that our Government ought to be prepared to add 
another one-half billion to this, always assuring ourselves, of course, 
that it can be properly utilized. Likewise, we should expect greater 
assistance from private sources, particularly if we were to act to en- 
courage investment along lines which I will discuss in just a minute. 

Now let me say again, Tam speaking here of aid for pure economic 
development, not for defense support or famine relief or military pur- 
poses. I would include India in this program, as well as Africa. 
This latter region, Africa, incidentally, is only beginning to feel the 
impact of modern industrialized soc iety. It is emerging as a very 
important area for our own future. I could dwell at some length on 
Africa. It has been set off in a sort of eddy for centuries. Now with 
the Moslem penetration into Africa, with the impact of the airplane, it 
is beginning to have greater contact with the outside world. Gradu- 
ally it is becoming an area of export for many industrial countries. 
The possibilities of resources, undeveloped resources, in that continent 
may be comparable to those of South America. It is interesting. I 
heard of an article the other day on the mineral resources in the Sahara 
It was perfectly astounding, the resource potentialities that were dis- 
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closed in that article. I don’t know whether the article is completely 
accurate, but it appeared in a responsible journal. 

It seems to me that if we embarked on a program of sufficient size, 
well administered, and well advertised as being entirely free of politi- 
eal or military considerations, it would act to counter any new Soviet 
economic offensive. It should be of as long range character as pos- 
sible; and I am aware, as I know you are, Mr. Chi urman, and mem- 
bers of your committee, of our constitutional difficulties in this respect. 
But I think if a statement could be made of our general objective and 
policy with regard to economic aid, such a st: ates ment could be fitted 
in with the annual appropriations in such a manner as to give some 
confidence of continuity in the program. Economic aid of the type I 
am speaking could import to the underdeveloped countries a degree 
of dynamism that would not only bring perceptible improvements in 
living standards and help to render them politically stable, but above 
all it could help to make them an integral, healthy part of our own 
and the free world’s economy. 


CHALLENGE TO THE FREE WORLD 


Certainly everyone will admit that our two major endeavors in the 
foreign-aid field to date, lend-lease and the Marshall plan, were out- 
standingly successful. The fact is that we have not yet seriously 
dealt with the economic dev elopment program, though there has been 
a great deal of talk about it. We have done something with technical 
assistance, but the figures I quoted indicate the rather small magni- 
tude of our economic development aid as compared with military as- 
sistance in our present program. Now with Soviet pressure being 
redirected, with the emergence of non-Communist underdeveloped 
lands as new political entities, with their national sensitivity and urge 
for improvement, it seems to me that an effective development aid 
poses the new and logical challenge to the free world. Already : 
large at of the underdeveloped area is under Communist domina- 
tion. do not think we can sit back and see the remainder with its 
immense population and resources drift away from us. But if we 
are really to do something about it, if we are to enlist the cooperation 
of the non-Communist areas and persuade them of the underlying 
seriousness of our intent, we cannot pursue a halfhearted policy We 
must indeed have a real try at what I would call a true devaloniesink 
program. 

ROLE OF PRIVATE INVESTMENT 


Before closing I would like to say just a further word about private 
enterprise and its relation to such a program. In my view, private 
investment should parallel and supplement the efforts of the Govern- 
ment to aid the underdeveloped areas. Private investment is generally 
more vigorous than Government aid; it can command wider ‘technical 
resources and technical resources that have greater continuity. If an 
American company goes into one of these areas it can carry with it 
engineers and scientists, and they will stay with the development with 
the knowledge that their careers are not being hampered; whereas a 
Government mission is usually a temporary affair, it is much more 
difficult to get the same quality of technological experience; and indi- 
viduals are much more reluctant to take on such an assignment. All 


this tends to make private investment more effective. 
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This is not to say that private investment never makes mistakes. 
The idea that everything in private enter prise is successful, and every- 
thing that is otherwise is unsuccessful is, of course, untrue. But, 
ge merally speaking, I think private investment does fit into the web of 
the industry of a “country in a more satisfactory manner. There, of 
course, are many es ssential projects of a public service character that 
do not lend themselves to private investment, particularly in these 
areas, and there is plenty of room for public investment in such fields. 

It seems to me that some portion of the United States development 
funds might well be allocated for the employment of private enter- 
prise, just as a considerable portion of the Export-Import Bank’s 
funds are today. 


ENCOURAGING PRIVATE INVESTMENT ABROAD 


I was interested to read in the recent agreement with India with 
regard to the potential use of local currency received from the sale of 
surplus commodities, that a certain amount, I believe $55 million, is 
to be earmarked for loans to private industry. I think this is a good 
step to take. 

But, aside from this, I believe our Government could, and should 
take steps to create tax incentives designed to encourage a heavier flow 
of private investment abroad. You will recall that 1 suggested that 
United States private investments to underdeveloped lands eventu: ully 
ought to be substantially increased. At present the only tax incentive 
of any consequence that we have is that which applies to Western 
Hemisphe re trade corporations. Among underdeveloped areas that 
is relevant only to investments in Latin America. Nevertheless, I 
think it is interesting to note that private investment has flowed to 
Latin America more than to any other underdeveloped region, and 
that the Latin American area as a whole has received but a very minor 
portion of Government aid. While other factors have also played a 
part in encouraging private investments south of the border, the tax 
incentive, I feel, has not been unimportant, and it is expected to con- 
tinue to operate to the mutual advantage of that area and ourselves in 
the years ahead. 

I would not be able to say today what form and to what extent a 
tax incentive on all private foreign investment should take. I have 
been told, however, that if all United States taxes were to be removed 
on the income derived from foreign investments, the loss to the 
Treasury would be something in the order of $350 million. Tax action 
of this type—I am not advocating an entire abolition of the tax on 
these incomes, but I do feel there is room for substantial reduction 
and that this would prove to be an incentive—tax action of this type 
should not create a serious internal-revenue problem. Moreover, it 
should be remembered that our country collects only the difference 
between the United States corporate income-tax rates and the in- 
come taxes levied by foreign countries on income earned abroad. In 
these circumstances any United States tax relief afforded to foreign 
investment would serve as a far greater incentive to investment in 
underdeveloped countries than in others. The underdeveloped coun- 
tries levy the lowest taxes within their own lands; whereas taxes in 
places like Canada and western Europe are almost level with ours. 
As a result the relief afforded against the United States tax would 
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give appreciably greater returns to investments in the underdeveloped 
areas, and thus would tend to cffset the reluctance of American capital 
to go into such areas because of the greater political risks that might 
be involved. Certainly tax incentive is worth further consideration 
from this committee from the standpoint of encouraging private in- 
vestment in underdeveloped countries. 


REEXAMINATION OF FOREIGN AID PROGRAM 


In conclusion I might say that if we are to counter successfully the 
new direction in which Soviet policy has turned, I believe we must re- 
examine and realine our foreign-aid program. We must accept 
and convince others that we accept as a basic national policy the prin- 
ciple that our own economic vigor is dependent on a corresponding 
strength in the economies of other nations operating under free insti- 
tutions. As evidence of our dedication to this principle we must be 
certain that all our foreign economic policies are consistent with it. 
Not only our foreign-aid program but our policies in relation to world 
trade, disposal of farm surpluses, and encouragement of foreign in- 
vestment. Certainly we should reiterate and plan to implement Presi- 
dent Eisenhower’s recommendation that we devote a proportion of 
any savings on military expenditures, and particularly on military 
aid, to the economic development of countries that badly need our 
help. I do feel that would have an enormous propaganda effect, as 
well as economic impact, throughout the underdeveloped world. 

As I have suggested, development aid need not be large, indeed 
it cannot be, for the recipient nations cannot absorb large sums of 
money as much as they think they can. Moreover, such aid should 
be earmarked exclusively for what the term implies, to assist the 
underdeveloped countries to undertake the investment necessary to 
realize a growing national income. We should avoid blurring our 
intent by using development funds to shore up situations of political 
emergency. Rather, the chief criterion for such funds should be a 
demonstration of real economic need along with a willingness and 
ability to put the funds to effective use. 

I am not suggesting that the need for assistance to meet emergencies 
of a political character will not arise again, or should not be met. 
They will arise. Such cases should be handled in a manner that does 
not distort or compromise the use of funds that have been appro- 
priated to help the economic growth of the underdeveloped lands. 


EXISTING AGENCIES ADEQUATE TO ADMINISTER PROGRAM 


Perhaps I should add that I have no suggestion for the creation of 
new agencies or the adoption of new devices for implementing our 
development aid program. Existing agencies, national or interna- 
tional, public and private, appear to me to be generally adequate. 
What I believe we need is a clarification of purpose and a coordination 
of policy to be sure that each agency is employed for the purpose for 
which it is best suited and encouraged to make its maximum contribu- 
tion to a task that seems to me to be very large and to be of the utmost 
importance. 

I have heard the discussion about the wisdom of channeling our aid 
through some United Nations agency. The argument in favor of such 
a course is that if the international agency distributes aid, fewer of 
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the irritations that arise from the distribution will flow back to the 
grantor. They will be spent in criticism of the United Nations agency 
itself, en there is something in this allegation, but as a practic al 
matter I doubt whether public opinion in the United States would 
support the transference of our aid to such an agency. Moreover, as 
I view many of the United Nations agencies at the moment, they seem 
charged with considerable political significance. 


THE WORLD BANK AND FUND 


If there were in being an agency which bore the same relation to 
orants as the World Bank bears to loans, I would be disposed to think 
well of it at least for some portion of our funds. The World Bank 
has achieved a reputation; it has a sound tradition. It is accepted as 
being an objective institution which determines whether loans can be 
reasonably made or not. Lf you could have a similar institution—a 
sort of scientific and sophisticated operating agency, free of political 
considerations, perhaps to dispense grants rather than loans—that 
might be utilized by the United States for at least part of its economic 
aid. However, we do not have such an international agency, and I 
would suggest only that our United States agencies that are concerned 
with aid should consult freely with the International Bank and with 
the Monetary Fund. Both the World Bank and Fund can be useful 
in helping to determine what the economic possibilities of a particular 
country might be, whether a grant or loan should be employed, and 
indeed whether any aid should be given at all, although the United 
States agency should undoubtedly make the final determination on 
these questions. 


POLITICAL ASPIRATIONS OF UNDERDEVELOPED AREAS 


I have no disposition to underrate the difficulties involved in a pro- 
gram of the type I have suggested or even to underwrite an easy as- 
sumption that the successful economic development in the under- 
developed areas will assure their adherence to free institutions. I 
know that in many of these areas the intense desire for political inde- 
pendence and equality of status carries far more weight than the, to 
them, little understood concept of personal freedom and perhaps even 
more than their generally strong aspirations for progressive economic 
improvement. IL suspect it will be necessary for us and our allies to 
vrapple much more courageously than we have to date with some of the 

political questions that arise out of their desire for equality of status. 
amthehenn I have dwelt on the economic development problem be- 
cause I believe it is the one in which the advantages are genuinely on 
our side. 

I believe the dynamism of the $800 billion economy of the industrial- 
ized free world can generally be infused into the $130 billion economy 
of the underdeveloped areas with which they are so closely related, 
provided there is the requisite will to accomplish this on both sides. 


ESTIMATES OF COST OF PROGRAM IN UNDERDEVELOPED AREAS 


I believe that the infusion of an additional billion or billion and a 
half dollars of outside capital into the underdeveloped areas, if well 
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guided, might suffice to spur sufficient per capita economic improve- 
ment to fire the imaginations and infuse the hope of 1.2 billion people. 
Again I am referring to only a billion and a half of additional aid 
from all sources, including one-half billion more from our Govern- 
ment, and I believe that the total is a magnitude well within the 
realm of the free world resources, private and public, national and 
international, American and allied to supply. 

If this could serve—I have faith that it would—as a cement to keep 
the free world economy united and vigorous, a stimulating nutrient 
to general economic expansion, I should view it as among the sound- 
est and most promising investments that I think this country could 
undertake. 

I have talked too long but that is my credo. Thank you very much, 
Mr. Chairman. 


THE QUESTION OF CONTINUING FOREIGN AID 


Chairman Ricwarps. Thank you very much for that very fine state- 
ment, Mr. McCloy. 

Let me first make this comment. You are, of course, aware that 
as a practical proposition and political fact Congress is confronted 
with a restlessness and a questioning on the part of many people as to 
whether or not we should have any foreign-aid program at all. This is 
a practical question which we face here. We have avowedly set about 
to help countries all over the world. In doing that we have obviously 
built up their economies and their industries to compete with our own. 
When you get down to jobs and bread and meat and move further away 
from a war economy in this country, though we are still in a phase 
of a war economy even now, every member of Congress is up against 
a difficult proposition. 

I judge from what you say you feel that it is still necessary for the 
Government of the United States to continue a comprehensive foreign- 
aid program in the world. 

Mr. McCuoy. Yes. 

Chairman Ricwarps. Now I believe you favor a continuation of the 
3 or 4 aspects of our mutual-security program. You are in favor of a 
certain amount of military aid where needed, where military people 
say it is needed ? 

Mr. McCtoy. Yes. 

Chairman Ricuarps. You are in favor of continuing a well-rounded 
technical assistance program to certain countries ? 

Mr. McCoy. Yes. 

Chairman Ricnarps. And you are in favor of continuing in some 
places in the world where it is found to be necessary out and out eco- 
nomic grants? 

Mr. McCtoy. Yes. 

Chairman Ricuarps. Do you think the program of the United 
States, now of $3 billion or $4 billion overall, is too much or too little, 
or would you care to say ? ; 

Mr. McCuoy. I can’t express an opinion in respect to the military 
aspects. I am not sufficiently familiar with it. So I cannot say 
whether I think the overall total is too much or too little. You would 
have to ask the Joint Chiefs of Staff and be brought up to date on the 
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military aspects of aid. That is so much the larger part of our pro- 
gram to date that I have to plead ignorance to the question. 

I would say, as I tried to say in my statement, that I think the half 
billion program for economic development is probably too small to 
meet the emergency of the underdeveloped areas. I would add another 
half billion to that. 

Chairman Ricwarps. You are not talking about technical assist- 
ance ¢ 

Mr. McCuroy. I am talking about sheer development. 

Chairman RicHarps. This would plainly apply, I think you say, 

» Asia and other underdeveloped countries. 

Mr. McCoy. I would put more into Latin America also—a little 
more at least. 

Chairman Ricwarps. We have had some difficulty in getting the 
necessary agreements in Latin America. 


ENCOURAGING PRIVATE INVESTMENT ABROAD 


Speaking of Latin America, I was interested in the encouragement 
of private investors. You know at the insistence of this committee, we 
had a tough time with the other body, there was written into the 
Mutual Sec urity Act guaranties of convertibility and against expro- 
priation. This year we added a guaranty against war losses but did 
not include revolution. 

Do you think we should go that far into the field of guaranties? 

Mr. McCuoy. I am a little skeptical of guaranties. My instinct 
would be to limit them rather than to expand them. 

Chairman Ricnarps. You have two avenues of encouraging private 
investment abroad. You mentioned one, relief from taxes. Is that 
what business is afraid of, the tax situation, or are they afraid of the 
local situation particularly of expropriation and local currency con- 
vertibility ? 

Mr. McCroy. They are afraid of the local situation and the unstable 
political and economic conditions. But the instinct of a taxpayer to 
seek diminution in his tax is so great that I think this offsets the fear 
of local conditions. In the underdeveloped areas where there is a low 
tax base—generally speaking, those are the areas where there is also 
political and economic instability—the naeeninites advantage of 
tax relief is such that I think it would tend to prompt investment. 
You could do that without Government guaranties. The instinct of 
a taxpayer for tax relief with the high taxes we have today is excep- 
tionally strong. 

Chairman Ricuarps. I thought they were mainly afraid of losing 
it all rather than being worried about taxes. 

Mr. McCoy. It g7 -eatly sweetens the attitude of investors toward a 
venture if they feel there is a play on the tax side, in my judgment. 


LOANS VERSUS GRANTS 


Chairman Ricuarps. There is one other question I have; this is the 
question of loans. I am not talking about bankable loans because with 
bankable loans you already have organizations and procedures for 

taking care of them. I am not talking about cases where there is even 
good ‘secondary collateral. As a psychological proposition whether 
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there is ability to pay or not, would it not be better to follow the 
Russian policy of saying, “Yes, we will help you by a loan at a very 
low rate of interest” regardless of whether or not there was a reason- 
able expectancy of ability to repay ? 

Mr. McCrory. I would say not. We are all creatures of our own 
experience. When I was in charge of the World Bank we adopted the 
rule there we would not have what we called “fuzzy” loans, that we 
would look at the foreign exchange situation of the country and see 
what it,could endure in the w ay of interest payments. We had before 
us the sad experiences of the loans of the First World War which 
created so much bitterness and which seriously hurt the European 
economy and affected our own. We stuck very closely to the principle 
that we should not compromise on that. 

Now, if the American Government offers assistance, and assuming 
the country cannot by reason of its exchange problem meet the interes 
requirement that might be involved in a project which would be of 
real advantage to them, I would say give them a grant. Up to the 
point where there is no exchange problem, give thema loan. 1 believe 
that giving them a grant would be consistent with a no-condition 
de velopme nt program, and you would be on sounder ground than the 
Soviet Union would be with its loan policy. Grants would be a 
further guaranty of the fact that we are not seeking in any way to 
apply conditions to an important segment of our aid program—the 
segment that expresses the desire on the part of the United States to 
have free economies developing and expanding around the world, 
condition which, in turn, would benefit our own economy. 

Certainly there are situations where a grant, an outright grant, 
would be better than a loan which carried a fictitious label, like the 
21,,-percent rate charged by the Soviets. 

Chairman Riciarps. The present mutual security legislation re- 
quires a certain amount be in the form of loans and it has worked 
pretty well so far. 

We run up against that same philosophy you have here a good 
many times by other ver Vv sound businessmen, but we deal here with 
more than a sound banking proposal. You are dealing with the hearts 
and minds of men and the psychological impact of whi at you are trying 
todo on nations. We faced the proble min India. There is a certain 
element of respect left to the nation when a loan is accepted. Con- 
gress is giving a lot of thought to this matter right now. From a 
sound business standpoint you can say why make a loan when you know 
there is no possibility of repayment. You encourage international 
dishonesty when you do it in the case of both parties. But still there 
is the hope that some day they will be able to pay back the loan if you 
do not make time and interest rates too onerous. 

There are the two schools of thought. We are glad to have your 
opinion on this issue. 

Mr. McCrory. My immediate preference is for a loan because I think 
that is the businesslike way of approaching the problem, but I think 
in this area there are aspects which the loan mechanism does not fit. 
Then there is a further eahet that I would like to say a word about. 
We say we have to be hard boiled about this—we cannot be altruistic 
about it. There is a certain area here where I think we can afford to 
be altruistic. One of our great assets throughout the world is a feeling 
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that the United States has a certain altruism, that if there is a famine 
somewhere, or if there is distress, the United States is prone to respond. 

We are a world leader. We area very large world leader compared 
to some other peoples of the world, and just as the leading member of 
a community is looked upon from time to time to be a leader in char- 
itable affairs, so the United States is looked upon as being charitable- 
minded in respect to certain world affairs. In spite of all the talk of 
irritations that have arisen toward the United States as a result of 
our generosity over the world, I would have an aspect of pure gen- 
erosity in our aid program—to be sure nothing improvident, but I 
think this would tend to conform with the attitude of the people of 
the world toward us, an attitude they do not have toward the Russians. 

Chairman Ricuarps. Thank you. 

Mr. Gordon. 


SEPARATION OF MILITARY AND ECONOMIC AID PROGRAMS 


Mr. Gorpon. Mr. Chairman and Mr. McCloy, I certainly listened 
with great interest to your statements and your suggestions. Possibly 
you could touch or say something in the way of a suggestion as to 
separating the military in this program. 

Mr. McCroy. I have a strong feeling that it should be separated. 

Mr. Gorvon. It should be separated ? 

Mr. McCoy. Very definitely. There is a definite place for the 
military, but I think the lack of proper response that we may have 
received to our whole program is due to the confusion between the 
economic and the military. I know it is not easy to separate the two, 
but to the extent you can do it, they should be separated. 

Mr. Gorpon. Thank you. 

Chairman Ricnarps. Mr. Smith. 

Mr. Smirn. Along those lines, Mr. McCloy, there has been consid- 

rable criticism to the effect that. we have overemphasized the military 
chinese of this program, and this has created a bad psychological situa- 
tion in some parts of the world. Would you care to comment on that? 

Mr. McCuoy. That is one of the things I have in mind—that our aid 
has been so associated with military matters that nations hesitate to 
accept it, or governments who do accept it are subject to criticism by 
the opposition because they think they are being tied to some military 
commitment. Therefore I say separate it as much as you can. 


FOREIGN AID AND SECURITY INTERESTS 


Mr. Smirn. I have been somewhat concerned about the use of the 
term “our own security.” I think the Communists have turned that 
expression to their advantage, again psychologically, and charged 
that we are doing this for our own selfish purposes. 

Mr. McCtoy, It depends upon what you mean by the word “secu- 
rity.” I have a feeling that our economic security, as distinguished 
from our military sec urity, is to a certain extent dependent upon a 
developing growth in these underdeveloped areas that I have been 
talking about. I do not feel the American economy can continue to 
expand at the rate it is expanding within itself; it has got to move 
out to help other areas. And in order to maintain our domestic econ- 
omy, we have to think of the world economy rather than just our 
own domestic economy. 
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SOVIET ECONOMIC AID 


Mr. Smiru. You spoke of Russia getting in the field of economic 
aid. Is there evidence the Russians are pursuing the same policies we 
are ¢ 

Mr. McC toy. I think they are doing a great deal of promising, 
but they are short on deliveries. There are some projects you can 
readily identify. There is the steel mill in India. I am told it is of 
high quality and is in the process of delivery. And there are other 
similar situations, but their offers have been much greater than their 
performance. 

Mr. Smiru. That has been my impression. Thank you very much, 
sir. 

Chairman Ricuarps. Mr. Carnahan. 


INVESTMENT GUARANTIES 


Mr. Carnanan. Mr. McCloy, do you feel the Government guar- 
anties have caused very much more investments to go in than other- 
wise would have been made? 

Mr. McCuoy. I have a feeling that the guaranties have not been 
as productive as they were expected to be. I do not think they are a 
major factor. 

SOVIET ABILITY TO FULFILL COMMITMENTS 


Mr. Carnauwan. In view of the many promises that the Russians 
have made, do you think they have any intention of fulfilling those 
commitments ¢ 

Mr. McCtoy. I think they will be very hard-boiled about it. They 
would certainly give India more than one steel mill if they thought 
they could get India on their side. I think the minute they had the 
idea India—or some other country—was becoming actively opposed 
to their policies, they would be very quick to terminate aid. But they 
have seen us achieve some rather remarkable successes with our aid 
programs, American aid was a very important factor in the salvation 
of Europe after the war, and I think they have been tempted to go 
and do likewise. But it is in this field of economic aid that I think we 
can, with a relatively small expenditure of money, outdistance their 
performance. 

Mr. Carnauan. Are they in a position to keep their commitments ? 

Mr. McCrory. They are in a position to keep many commitments, 
if for no other reason than that they have a totalitarian system of 
government which permits them to deflect resources outside the coun- 
try without fear of political disturbances at home. They can, at 
least for the time being, by reason of their totalitarian system, rob 
Peter to pay Paul. They may not be as capable as we are to meet com- 
mitments, but they will be more capable than perhaps we should 
think they would be when we compare our respective economies. 

Mr. Carnawan. Are they overcommitting their ability to perform ? 

Mr. 7 Croy. I do not know enough about their commitments to 
judge. I do not ee how many promises they have made. If they 
made a promise to finance the Aswan Dam, I think they may be over- 
committing themselves. 

Mr. Carnanan. Thank you, Mr. Chairman. 




















FOREIGN POLICY AND MUTUAL SECURITY 21 


Chairman Ricnarps. Is that all, Mr. Carnahan ? 

Mr. CarRNAHAN. Yes. 

Chairman Ricuarps. I would like to make a statement at this point. 
[ have been under the impression that all four of our witnesses might 
be here all day, but I find that is not the case. They are very busy 
men and two of them will have to leave. Mr. Hoffman, when is your 
engagement ¢ 

Mr. Horrman. Two-thirty. 

Chairman Ricuarps. That was when our afternoon session was to 
start. And General Smith will have to leave. 

General Smirnu. The Chairman of the Canadian Atomic Energy 
Commission was coming at that time and we were to start our con- 
ferences. 

Chairman Ricuarps. I do not want to cut anybody’s questioning 
off. Suppose we let all of them make their statements and we will 
defer questions until they finish. These gentlemen have gone to 
considerable trouble to come here. We had ho} ed they could be here 
all day, but they cannot, so if it is all right we will go ahead with 
their statements. 

General Smiru. Mr. Chairman, I do not have a statement. The 
whole question of foreign aid is such a large one, and I happen to be 
a member of the President’s recent committee which will make its 
preliminary report in December, and I do not have the temerity to 
make a statement. I have made some notes here. 

Chairman Ricwarps. You have made some notes and you would 
be willing to answer some questions as to your viewpoint ? 

General Smirn. Yes. There are some matters on which I do not 
entirely agree with Mr. McCloy. 

Chairman Ricuarps. We would like to hear you on that. 

What about you, Mr. Petersen? Can you be here at 2:30? 

Mr. Prerersen. Yes. 

General Suiru. I will be here the rest of the week, but beginning 
tomorrow the President’s committee of advise 1's starts committee hear- 
ings with the Secretary of State and the Secretary of Defense and 
other people where I should be present, but there are one or two 
periods where I would be free. 

Chairman Ricuarps. Would you keep us informed on that? You 
may be available Thursday, is that right ? 

General Smrru. Yes. I notice there are several presentations to 
be made, one by the Director of Central Intelligence. I do not think 
I need to sit through that one. I notice Mr. ‘Hoffman has a state- 
ment. So may I listen to as much of his statement as I can and then 
excuse myself and make myself available later in the week? 

Chairman Ricuarps. That will be fine. We were anxious to hear 
from you particularly in view of your CIA and milit ary experience. 

Mr. Fuuron. Mr. Chairman, could we have General Smith’s ideas 
shortly on the points where he disagrees with Mr. McCloy ? 

Chairman Ricuarps. He says he has no statement. 

Mr. Futron. I would appreciate it if we could have his views on 
what Mr. McCloy said with which he disagreed, although he has no 
prepared statement. 

General Smirn. There are one or two things I would be inclined 
to question. 

Mr. Futron. Could we hear that ? 

Chairman Ricuarps. Go ahead. 
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STATEMENT OF GEN. WALTER BEDELL SMITH, VICE CHAIRMAN, 
AMERICAN MACHINE & FOUNDRY CO. 


(Formerly Ambassador to Russia, 1946-49; Director, Central Intelli- 
gence Agency, 1950-53; Under Secretary of State, 1953-54) 


THE SOVIET DANGER 


General Smiru. The first question which the committee staff put 
down was whether the United States during the next 5 years could 
put a lower priority on Soviet danger. Mr. McC loy says“No.” Itisa 
question of what we consider to be the Soviet danger. If, as I have 
always felt, we considered the primary danger to ‘be global war, in- 
spired by the Soviet Union probably, I would not say “No” but I would 

say “maybe we can.” This is a very fluid situation. Our position has 
changed markedly during the past five years, and with respect to 
glob: al war as a di anger we dreaded most, it may well be that during 
the next 5 years we Can give it a somewhat lower prior ity. 

That does not mean at all that that would justify us in reducing our 
posture of defense, because it is military strength which has enabled 
the Soviet statesmen to deal from strength rather than from weakness. 
As you know, we demobilized quite 1 ‘apidly after the last war. The 
Russians kept their military strength in being, putting us at a very 
decided disadvantage. 

Mrs. Kexzy. Mr. Chairm: an, may I ask the General at this point to 
define something for me ? 

Chairman Ricuarps. Go ahead. We have to move along. 


DEFINITION OF GLOBAL WAR 


Mrs. Ketity. General, will you define global war in terms of not 
using the bomb, and could there be a global war without the use of the 
bomb ¢ 

General SuirH. Various people, including former Prime Minister 
Churchill, have felt these frightful things might cancel each other 
out. There is no assurance of this. I know during the last war we 
dragged around 5 days of fire for every weapon we had of gas on the 
possibility we might have to use it. My own theory—and this is 
purely person: al—is that had the Germans, who had a better ¢ gas than 
we had, and Hitler realized that their backs were to the wall and that 
defeat was inevitable, he might well have used it, but by the time that 
fact dawned on him their agencies for delivering gas were destroyed. 
Although our gas was inferior, we could have drow ned Germany with 
it because of our large supply. 

By global war I mean a clash between the 2 ar med c amps represent- 
ing ‘the 2 political ideologies. Confronted with the possibility of 
defeat, I think they would turn to those instruments. 

Mrs. Kenxy. Is there an understanding on that in any form? 

General SmirH. No, there is not. 

Chairman Ricwarps. If you want to ask General Smith more ques- 
tions in a few minutes we will have time, but now we will hear from our 
old friend, Paul Hoffman. 
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STATEMENT OF HON. PAUL G. HOFFMAN, MEMBER AND FORMER 
CHAIRMAN, BOARD OF TRUSTEES, COMMITTEE FOR ECONOMIC 
DEVELOPMENT 


(Formerly Administrator, Economic Cooperation Administration, 
1948-50; formerly chairman of the board, Studebaker-Packard 
Corp.; formerly president and trustee, Ford Foundation 1950-52) 


Mr. Horrman. Thank yeu. 

My friendship for this committee is such I wish I could spare you 
the reading of my statement, principally because it will parallel to 
some extent what Mr. McCloy said, although there was no collabora- 
tion. He was on the Atlantic coast and I was on the Pacific coast. 


NEED FOR NEW PROGRAMS AND POLICIES 


It was with great pleasure that I learned of the decision of the 
Foreign Affairs Committee to take a fresh, hard look at the foreign 
economic policy of the United States. I appreciate your invitation 
to give my views. I am not at all certain what our policy should 
be, but I am certain that the policy or policies which were effective 
in the past decade will not meet the situation which we face in the 
years just ahead. Khrushchev and Bulganin have a new and different 
program for communizing the world. The leaders of the nations 
which have won their independence since the end of World War II 
are faced with populations militantly nationalistic and who are 
demanding vastly improved conditions: and quickly. Too often they 
are anti-Western in their attitude. There is seething unrest in many 
of the colonial territories, particularly in Africa. If we are to gain 
and not lose ground in the epic struggle between the free world and 
the Communist world, new visions, new actions, and new programs 
are needed. 

Economic policy includes much more than foreign aid. As a mat- 
ter of fact, over the long pull our trade policies may prove to be of 
as great or even greater ‘Importane e. Our posture toward our allies, 
toward the neutral n: itions, the satellites, also Russia and Red China, 
has great significance; so have informational activities. However, in 
the underdev eloped and chiefly uncommitted countries of Asia, Africa, 
and South America, in which more than half the people of the world 
live, the immediate and pressing demand is for an improvement in 
living conditions, in health service, and in educational and economic 
opportunities. 

Aid policies clearly merit intensive consideration. Partly for that 
reason, and also because my experience lies in that field, it is to this 
problem of what to do about these underdeveloped areas that I wish 
to address my remarks. 


THE UNDERDEVELOPED AREAS 


Before attempting to decide whether we should cut down, shut off, 
or expand foreign aid, I suggest that we pause and ask ourselves two 
questions. First, spe: aking solely from the standpoint of the Ameri- 

can interests, should the future of the underdeveloped areas be a mat- 
ter of deep concern to us? Second, assuming that it is, can we, again 
in terms of the American interests, justify the cost of a program that 
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would produce lasting results both for the underdeveloped areas and 
for us ¢ 

It is my personal conviction that the United States will be seriously 
affected by what happens in these underdeveloped countries. We 
know from experience that economic development in Mexico and 
South America contributes to our prosperity. So does such develop- 
ment in more remote parts of the world. 


ASIAN ECONOMIC DEVELOPMENT 


I should like to speak specifically about one area of which I have 

some knowledge, Asia. Here live 1,800,000,000 people out of a total 
world population of 2,500,000,000. Six hundred million people in this 
area have fallen under Communist control since the end of World 
War II. Another 600 million live in the 10 new nations that have 
won their independence in the past decade. These are: Burma, Cam- 
bodia, Ceylon, India, Indonesia, Laos, Pakistan, the Philippines, 
South Korea, and South Vietnam. These new nations face problems 
every bit as acute and overwhelming as did our Nation in 1787. 
Poverty, illiteracy, and disease have been the lot of most of these 
people for centuries. Yet the economic resources of these countries 
are critically small; the supply of trained administrators, civil serv- 
ants, teachers, and doctors is limited; and, to top it all off, a hard 
cadre of Moscow-trained Communists have been everlastingly busy 
inciting internal strife. It is possible that these new nations can 
survive as democracies, but outside help might well prove to be the 
deciding factor. 

India is a prime example of the problems our democratic cousins 
to the east of us face. It is the central government’s job in New 
Delhi to bring cohesion and harmony to 29 Indian states of divergent 
tongues and impulses and to almost 400 million persons living within 
them. When the new Indian Government took over, the people were 
faced with near starvation, 85 percent were illiterate and in a very 
low state of health. China was threatening in the north and a strong 
Communist Party was sabotaging from within. The tax revenues of 
the central government were approximately $1 billion. 

India’s first 5-year plan was initiated in 1950. By the end of 
1954 India had increased its industrial production by nearly 40 per- 
cent. It had raised its cereal and grain production from 50 million to 
66 million tons annually. It had pushed up her yearly output of 
cotton, cloth, steel ingots, and cement—some of the vital building 
blocks of a national economy. 

India has just launched her second 5-year plan which she hopes will 

earry the nation even further along the road to self-sufficiency. Her 
emphasis now is on industrial development which means that she 
must have substantial sums of foreign exchange with which to buy 
the capital goods needed. India will be able to finance most of this 
program herself but to be assured of success she must have outside 
help. 

Let us assume for a moment that for lack of outside help she fails, 
and that her people, disappointed with results achieved under democ- 
racy, turn tocommunism. If this should happen, it would be almost 
impossible to stop the sweep of communism all across Asia. AI] 10 
of these new nations would almost inevitably go the way Red China 
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has gone. That would be utterly tragic for those people of Asia who 
are still free, and unfortunate for us. 


IMPORTANCE OF ASIAN NATURAL RESOURCES 


Free Asia is one of the great storehouses of natural resources. 
Five-sixths of the world’s rubber and almost one-half of its tin are 
produced here. Quinine, kapok, and almost two-thirds of the world 


output of coconut products, as well as one-third of the palm oil and 
significant proportions of tungsten and chromium are here. It is a 


source of oil for the Far East. Were it not for India, our steel 
industry would be hard pressed to find all the manganese it needs for 
its growing capacity. 

The n: itions of that continent furnish raw materials we require to 
buttress our defenses for the freedom both we and they treasure. 
They are essential to us if we are to achieve the expanding economy 
which we are all counting on. 


UNDERDEVELOPED AREAS OF AFRICA AND SOUTH AMERICA 


While conditions in the underdeveloped countries of Africa and 
South America present problems different from those of Asia’s new 
democracy, the success or failure of the efforts to esti ablish democratic 
regimes in these areas is of surpassing interest to us. Another point 
worth noting is what happens in one of these areas has a direct impact 
on the other areas. It was crystal clear at the Bandung Conference 
that the peoples of Asia had an intensive interest in the competition 
between Red China and free Asia. If the massive efforts of the Com- 
munists to subvert the new Asian democracies should succeed, there 
would be a chain reaction hitting first Africa and then South America. 
The Western World might well find itself a shrinking island in the 
Communist sea. All I have been attempting to show is that the first 
question I raised should be answered affirmatively. We should be 
deeply concerned about the underdeveloped countries of the world. 


JUSTIFICATION FOR PROGRAM 


May I now turn to the second question? Can we, again in terms of 
the American interests, justify the cost of the program that will pro- 
duce lasting results both for the underdeveloped countries and us? 
The answer to this question depends on the goal we are seeking, and 
if the goal is sound, whether the program is adequate and 
well-administered. 

If the goal we are seeking is the friendship and gratitude of the 
people we are trying to help, or rather, if we judge the success of the 
program on w hether the people are grateful, we should save our money. 
Friendships which can be bought with dollars are not worth having. 

If our goal is to build military y alliances through economic aid, again 
I say, “Let’s save our money.” In the first place, with 1 or 2 notable 
exceptions, the underdev eloped countries are not in a position to offer 
military aid to us of any significance. In any event the alliances 
based on dollar gifts are seldom trustwor thy. 

If, however, our goal is unselfishly to help these underdeveloped 
countries to become self-sufficient and independent democratic socie- 
ties, we are thoroughly justified in formulating a program with that 
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goal in view. Nothing could better assure the continuance and grow- 
ing strength of our own free society than the emergence of strong, 
free societies in Asia, Africa, and South America. The sole question 
is one of cost. The program must be adequate or it will be ineffective. 
It must be bold and imaginative or it will not meet the need. It must 
include all of the underdeveloped countries because all are of interest 
to us. We must not be too late with too little. 


CRITICISMS OF FOREIGN AID 


I am well aware of the criticism that has been leveled at foreign aid. 
Foreign-aid programs have been labeled as giveaways or “Operation 
Rathole.” Let me say quickly that they can be giveaways and “Oper- 
ation Rathole” if they are not well-conceived and well-administered. 
On the other hand, they can produce results that thoroughly justify 
their cost. 


ACHIEVEMENTS UNDER MARSHALL PLAN 


I would like to speak of one program of economic aid which this 
committee helped bring into being, and to which it gave vigorous and 
continued support. I refer to the Marshall plan. The original esti- 
mates of the economic experts indicated that the cost of the Marshall 
plan would be approximately $17 billion. It was to be considered a 
success if European agricultural and industrial production could be 
restored to prewar levels in a 4-year period. 

The free Europeans, working together as Europeans never worked 
together before, accomplished economic miracles. In 1947, produe- 
tion in Western Europe was approximately 25 percent below the levels 
existing before World War Ii. Less than 4 years later, industrial 
production in the Marshall plan countries was running about 40 per- 
cent higher than the highest prewar level, and agricultural produc- 
tion was 20 percent above the highest prewar figures. And the total 
cost to the United States was not $17 billion—it was less than $15 
billion. 

Here is the real point. That $13 billion turned out to be not a cost 
at all but an investment which saved many times that amount. There 
is general agreement that if Europe had come under the domination 
of the Kremlin in 1948 our situation from a standpoint of defense 
would have been desperate. Nothing we could have done would have 
compensated for that loss, but we would most certainly have had to 
add not less than $10 billion annually to our defense expenditures. 
That means that in the 7 years which have elapsed since 1948 our ex- 
penditures would have been $70 billion higher. 

That $13 billion we invested has brought us another kind of return 
by the way of a substantial volume of trade of the Europeans who 
always have been and still are good customers for the products of our 
American farms and factories. Most important of all. the Marshall 
plan helped to keep nearly 300 million Europeans on the right side of 
the Iron Curtain. 

COUNTRIES’ NEEDS VARY 


I am not suggesting that there should be a Marshall plan for Asia 
or South America. Conditions are entirely different in these areas 
than they were in Europe. The Marshall plan was directed at the 
reconstruction of the war-torn economy of Europe, while in these other 
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areas aid is needed for purposes of development. Furthermore, the 
kind of program needed varies sharply among these countries. Con- 
ditions in some are extremely primitive, and in others well advanced. 

To be successful programs must be geared to the realities in each 
country. There is also need for considering the manner in which the 
aid should be administered. In some cases it could best be adminis- 
tered bilaterally, in others through regional organizations, and still 
others through the U.N. 


CRITERIA FOR EXTENDING AID 


While I do not believe, as I have said, that there can be a Marshall 
plan for these areas, I am sure that certain lessons we learned from 
the Marshall plan are applicable. First of all, in administering 
ECA we took the position that we were investment bankers, which 
meant that we developed criteria for judging programs submitted to 
us. We approved only those programs that met our criteria. We 
also reserved the right to withdraw aid if there was any deviation 
from the program which had been approved. Secondly, we placed 
responsibility on each country, not only for development of its own 
program but also for carrying it out. “You can help only those who 
are eager for help and also Ww illing to help themselves. In some cases 
we he id to supply experts to help. draw up the program, but the ex- 
perts were working for the countries, not us. Third, we insisted upon 
}-year programs r ather than spot programs for just 1 year. 

‘Even in reconstruction programs there would have been fearful 


waste if we had not taken the long as well as the short look. In 


development programs it is my opinion that unless the planning is in 


terms of 5 or even 10 years, genuinely lasting results will not ensue. 
ESTIMATED COST OF PROGRAM 


Earlier I said that if we were not to be too late with too little, 
economic aid to the extent that it can be effectively employed should 
be offered to all the underdeveloped countries. This, of course, 
raises the question of cost and also the distribution of that cost. 
Fortunately, there is available to this committee a comprehensive and 
challenging study of foreign economic policy by Messrs. Max Millikan 
and W. W. Rostow, of the Massachusetts Institute of Technology,’ 
which includes not only a detailed proposal which meets the criteria 
[ have suggested, but also a well-documented calculation as to cost. 

Messrs. “Millikan and Rostow estimate the cost of their program at 
from $214 to $314 billion a year, which means that for a 5-year period 
the cost would be from $12,500 million to $16,500 million. A sub- 
stantial part of this aid could be in the form of loans, another part in 
the form of grants, and another in agricultural surpluses. It is reason- 
able to assume that there would be a sufficient repayment of the loans 
to bring the net cost of the program to from $10 to $14 billion, again for 
a 5-year period, which, by the way, is the shortest period on which we 
should figure. 

Now as to who will foot the bill? A part of the program could 
be carried out through regional organizations such as the Colombo 
plan, a part through “the U. N., and a part through bilateral grants 
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and loans from other free nations. But we should face the fact that 
the major portion of the cost would fall upon us. My guess is that we 
would have to be prepared for a cost of from $10 billion to $14 billion. 

Chairman Ricuarps. Are you talking about a 5-year program ? 

Mr. Horrman. Yes. 

Here again with the repayment of loans, the net cost of our share 
should come down to from $8 billion to $12 billion. 


BENEFITS DERIVED BY UNITED STATES 


This brings up the question of whether the United States is justified 
in making a further investment of from $8 to $10 billion in foreign 
aid. Let us first consider this solely from an investment standpoint. 
In the next 5 years our military expenditures will probably run be- 
tween $150 and $200 billion. If as a result of the aid program the 
free world is strengthened to a point where our military expenditures 
could be safely reduced, even by 10 percent, the cost of the aid program 
would be more than offset. What is of infinitely more importance, 
the program, if it succeeds, would in the words of Messrs. Millikan and 
Rostow achieve for us the twofold result of increasing the awareness 
elsewhere in the world that the goals, aspirations, and values of the 
American people are in large part the same as those of peoples in 
other countries; and of developing viable, energetic, and confident 
democratic societies throughout the free world. 

There is one point I would like to impress you with if I could, and 
that is, assume for the moment the Marshall plan was a success, which 
IT think it was. I think it saved us some $50 to $60 billion in out-of- 
pocket expenditures. If you are going to have a program, I think it 
must be bold or it will do us no good. We have cot to persuade the 
underdeveloped countries that their interest is also our interest, and 
we can do it, to my mind, at an extremely low cost. One brush fire like 
Korea would cost us $20 billion. One situation like an Indochina 
would cost us more than the total cost of the program in all the under- 
developed nations of the free world. We should be able to say to them, 
“W e are perfectly willing to give you all the help you can effectively 
use,” because, as Mr. McCloy pointed out, they cannot use very much 
help. 

PHASES OF THE PROGRAM 


Speaking generally, in a country which needs development, you have 
a two-phase program. The first phase is almost wholly agricultural. 
India is a typical example of this. Its first 5-year program was largely 
devoted to increasing agricultural production. In that period very 
little foreign exchange is needed. However, in the next phase or 
plateau the emphasis on the program shifts to industrial dev phobabnk 
In this period substantial foreign exchange is needed for capital goods 
and equipment which must come from outside sources. 

In the first phase of a development program the technical assistance 
and other needed services usually require grants. In the second phase 
of the program loans can be made, although it should be recognized 
that they may be fuzzy in character. W hether they are repaid de- 
pends upon whether the program is successful. Under the Marshall 
program we placed several billion dollars of fuzzy loans, which, by the 
way, were a part of the $13 billion cost. Because the Marshall plan 
was successful, most of those loans are current. 
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FOREIGN AID PROPOSAL 


In speaking of the proposal developed by Messrs. Millikan and 
Rostow I made no attempt to give the details because that would be 
too time-consuming. The proposal i is set forth in detail in the book 
which is to be published January 9. One great value in their proposal 
is that it is bold and imaginative. It would do the job and its impact 
on all peoples of the w orld would be substantial. Furthermore, it is 
reasonable in cost and the costs are well documented. 


DANGERS IN LACK OF ACTION ON PART OF THE WEST 


May I suggest that while measuring the cost of action let us also 
measure the cost of inaction. One of our keenest observers of world 
events said to me quite recently that lack of action on the part of the 
Western World in helping these underdeveloped and uncommitted 
countries might well result in their succumbing to communism within 
the next 5 years. We would then find ourselves an island in a Com- 
munist sea. This is not an exaggeration. It is a distinct possibility. 


SOVIET RELATIONS WITH UNDERDEVELOPED COUNTRIES 


The Communists have a very persuasive kind of story to tell the 
people in these underdeveloped countries. Their “cultural missions” 
to countries they are attempting to subvert are generally peasants who 

say something like this to the simple people they are addressing: “In 
Russis 1 40 years ago conditions in our village were similar to the con- 
ditions you have here today. We did not know how to read and 
write. We had no medical services and we were hungry most of the 
time. Now after 40 years of communism we are well fed, well clothed, 
have magnificient hospitals and wonderful schools. All our children 
can read and write. You can get the same results if you adopt our 
system.’ 

We must not blind ourselves to the fact that this approach has con- 
siderable appeal. It must be offset not by words but by deeds. We 
must show that it is possible to have both material advancement and 
also freedom. 

CHANGE IN SOVIET TACTICS 


I would like to close by talking about conditions in a country which 
I have never visited—Russia. However, I have had long conversa- 
tions with men I consider to be top experts. We all recognize that 
there can be no genuine peace in the world until the Russian leaders 
can be induced to cease trying to communize the world either by ex- 
ternal or internal aggression. Despite the smiles and protestations 
of friendship on the part of Messrs. Khrushchev and Bulganin, who 
are now calling the tune for the Communist world, there is no evi- 
dence that they have had a genuine change of heart. They are, ac- 
cording to their own statements, just as determined to communize the 
world as was Stalin. Further, there has been no abatement of their 
hostility toward the capitalist world. What has happened is a change 
of tactics. The Russian leaders have apparently concluded that for 
the time being at least Russia herself should forego using war and 
threats of war in an effort to gain new ground for communism. 
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Does the fact that the Russian leaders have had no real change of 
heart mean that there is no hope that a policy of “live and let live” 
will some day supplant their present policy of aggression? The an- 
swer is, not necessarily so. It is quite possible that the internal situ- 
ation in Russia may in time force a change in the attitude of the pres- 
ent leaders or bring about a new leadership in Russia. 

The experts point out, first, that even in a dictatorship the rulers 
must pay some heed to the attitudes of the people. According to the 
unanimous testimony of these experts, the people of Russia are much 
more interested in a better life for themselves than they are in com- 
munizing the rest of the world. Furthermore, the people do not share 
the hostility of their leaders toward the Western World, particularly 
toward America. Also, they are no longer frightened about that old 
bugaboo “capitalist encirclement.” They feel confident that Russia 
is now strong enough to defend herself against all comers. The fact 
that fear has been replaced by confidence is of telling importance be- 

cause it means they cannot easily be panicked by their leaders. 

There is a further change which has been and is taking place inside 
Russia which may be of profound significance. In order successfully 
to industrialize and modernize Russia, Lenin and Stalin were com- 
pelled greatly to expand the professional and managerial group. 
There are present today in Russia in the body politic millions of pro- 
fessional] people—teache rs, lawyers, and doctors—and more millions 
of managers, supervisors, and technicians. They are a well-educated 
group. They are a new middle class, a class which resents being 

yushed around by dictators whether they be czars or commissars. 

One of the wisest men I know, Sir Oliver Franks of Great Britain, 
who, as you know, was largely ins strumental in the actual planning of 
the Marshall program, s said that the growth of this new middle class 
raises a question as to whether it is possible to operate a modern in- 
dustrial state under tyranny. In other words, will the middle class 
people put up with that type of government ? 

I am told that in the last years of the Stalin regime there was grow- 
ing resentment in this new middle class against Stalinist methods 
and a mounting demand for a change of conditions. That’s why hun- 
dreds of thousands of these new middle class Russians were banished 
to slave labor camps. It was because of this unrest in the new middle 
class that almost the first act of the new regime under Malenkov was 
an easing up of the terrorism and the offer of more consumer goods 
and better living conditions generally. It was to appease this group 
and to convince them that the new regime had turned their backs com- 
pletely on Stalinism that Khrushchev made his astounding speech de- 
nouncing the regime of which he had been a part. It is this group in 
which our best hope lies. 

May I say quickly that up to now this new middle class is not or- 
ganized, they do not act as a group; in fact, they are not even class 
conscious. ‘Their passive influence stems from their awareness and 
that of the party bosses that they are needed. How quickly or to 
what extent a real class consciousness may develop, no one knows. If 
the members of this new class should become a cohesive group, a gen- 
uine change of policy both internally and externally could be brought 
about. 

All Iam saying is that we may have a situation inside Russia which 
may in time bring about something more than a change of tactics. 
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In other words, a change to a genuine policy of “live and let live. 
It seems to me that this makes it even more important that we assist 
these underdeveloped and uncommitted countries in their efforts to 
establish workable democracies. 

Chairman Ricwarps. Thank you, Mr. Hoffman. That was a good 
statement. 

Mr. Cuatuam. I am so delighted to be here to see these gentlemen, 
both of whom I know very well, especially Mr. McCloy. I know 
the combined experience of these gentlemen is without precedent in 
our country. 

I have so many questions that I will try to be as brief as I can and 
stay within my time. 


DIGEST OF SOVIET PUBLICATIONS 


I would like to ask how many people in this room read the “Current 
Digest of the Soviet Press.” It is a $150 a year publication put out by 
a group of Russian professors and people in New York who get all 
the Russian publications, interesting things that refugees bring out. 
It is published weekly and I think Members of Congress and the 
Government get it for $25 a year. 

They are running now a series on delinquency among the young 
children of Soviet offici: us, naming them by n: ume. 

They are running a series on the great cotton development through 
these enormous canals in southern Russia. Asa former cotton grower 
and user of cotton I believe in 25 years Russia will be flooding the 
world with Egyptian-type irrigated cotton. 

They give these speeches of Khrushchev and Bulganin verbatim, 
and this is interesting to me because we are interested in Russia most 
of all. 


PRIVATE INVESTMENT IN SCANDINAVIAN COUNTRIES 


I specialized on Scandinavia on my own for the last 8 years, and 
people in Government ask me why doesn’t private investment go into 
Norway. 

Businessmen know that there is a limit of 5 percent on profits and 
they have price control in their constitution, so we, through the 
Export-Import Bank and World Bank and International Bank are 
helping them with this enormous aluminum plant where they are 
building a 600-meter tunnel from a high glacier lake for water power. 


AID TO SOCIALIST COUNTRIES 


I would ask Mr. Hoffman how he feels about our bank continuing 
loans to a Socialist country. Norway exports only pulp, fish, and 
has barter arrangements with Italy, Russia, and several other coun- 
tries. I have friends in Norway whom I see continually, businessmen, 
newspapermen, and others. 

How do you feel about countries like that, and all the Scandinavian 
countries which are extremely socialistic? They are still great friends 
of this country. There are many more people of Norwegian descent 
in this country than there are in Norway. We need those countries 
for bases and we need their help. Those people know they will not 
remain neutral in case of war. I have spent considerable time there 
and I think I know those people fairly intimately. 
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Mr. Horrman. At the time the Marshall plan was inaugurated there 
was great concern about this question of aid to socialistic countries. 
The Congress decided that aid should be extended to them. This, in 
my opinion, was a wise decision because, while no one is a more ardent 
advocate of free private enterprise than I am, I thought the best way 
to stop the trend of socialism in Europe was to help restore prosperity 
to that Continent. I remember that in America, in 1933, Washington 
was swarming with people, businessmen and others, who were seeking 
help. They were willing to accept a considerable amount of regi- 
mentation to get it. By 1936, when a reasonable degree of prosperity 
had been restored, the trend toward more and more Government 
control reversed itself. 

In this battle between socialism and capitalism, our real problem 
is to make the people outside America understand that while our 
economic system is called capitalism, it is as different from the capital- 
ism of Europe as day is from night. If the Norwegian people could 
really grasp the fact that we have developed a people's capitalism 
here that serves the public interest, they might give up their attempt 
to establish a far less suflicient socialistic system. 

To sum up, I think it would be a serious mistake for us to limit our 
aid to capitalist countries. I think our best hope lies in a growing 
understanding of our American economic system. which serves not 
some of the people but all of the people. 

Mr. Cuatruam. I thoroughly agree they are prosperous. Norwegian 
shipowners are searching the world for building facilities for ships. 
They are searching in Australia and everywhere for yards. However, 
their profits are limited to 5 percent. They are just dynamic people, 
top people, as you know. 

I would like to go into the textile business with Norwegians, because 
it is my impression they have no textile mills except 1 or 2 which make 
woolens, cottons, and everything. 

What you say is perfectly true. After the first of the year I am 
going to Holland on that basis, going in, I hope, with some Dutchmen 
on a woolen mill, and that is the private capital you talk about. 

If the tax situation were as Mr. McCloy sugge ated, some of my asso- 
ciates would already have been there. I am acquainted with their 
labor situation, and I consider it the most stable government in Europe. 

I have nothing more, Mr. Chairman. I will yield. 

Mr. Horrman. Mr. McCloy may differ with me. I don’t know. 

Mr. McCrory. This question of socialism is a very interesting one. 
You must bear in mind that the Marxist philosophy had a tremendous 
yogue in Europe, and it developed in large degree because the then 

capitalism of Europe, against which Marx was writing, was oppressive. 

Mr. Cuaruam. It is today, right now. 

Mr. McCoy. Even today you have liberal minded, perfectly fine 
citizens who are very strongly socialistic. 

Take Germany; take the case of Germany after the war. It was 
teetering between a Socialist and a non-Socialist government then. 
Some of the most vigorous allies of ours, in terms of combating com- 
munism, were the Social Democrats. Some of the men who had suf- 
fered most heavily under the Hitler regime were Social Democrats. 
To have denied aid to Germany, because in the next election it might 
have been a Socialist Democratic country, would have been a short- 


sighted policy on our part. 
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However, those provis lons you refer to in the constitution do impede 
the flow of American capital to Norway. 

Mr. Horrman. Mr. McCloy made this clear: Except for perhaps 2 2 
or 3 countries, there may be some help needed in southeastern Europe; 
there should be no further economic aid to those countries. 

Mr. CuatHam. Loans are economic aid. 

Mr. Horrman. Loans come within a different category. After all, 
the World Bank is a bank governed by all the countries of the world. 

Mr. Cuatuam. I think if we can get American capital in there it 
would be a great thing for Norway. 


IMPACT ON UNITED STATES OF INCREASED PRIVATE TINVESTMENT ABROAD 


Chairman Ricwarps. Talking about this tax relief, guaranties, and 
so forth, what about the danger of encouraging a flight of capital 
from the United States for investment abroad ? 

Mr. CHatHam. It will come back to us, if we trade. 

Chairman Ricwarps. Maybe it will. That is what I am asking 
about. 

As a practical proposition that is one of the things vou have to deal 
with, particularly with organizations interested in textiles and with 
other groups. These gentlemen don’t have to be elected, but we do. 

Mr. Cuatuam. You and I don’t any more. We can speak freely. 

Mr. McCoy. I have to retain bank accounts, and some of your tex- 
tile friends don’t like a liberal trade policy. 

Chairman Ricuarps. I have one of the largest textile districts in 
the United States. I have told them that in some of the policies they 
advocate they are cutting off their noses to spite their faces, and that 
they are not looking ahead. 

However, if we give too many inducements to get American dollars 
to go abroad, by ‘offering tax incentives and guaranties, you have 
American industries putting up branch fac tories abroad. That cer- 
tainly destroys American jobs. 

Mr. CHatrHam. No. 

Chairman Ricuarps. Wait a minute, now. To the average man 
that is what it does. 

I have been in favor of guaranties, and I am in favor of encouraging 
American dollar investments abroad, but you can see where that could 
lead you. 

Mr. Horrman. That isa denial of one thing, of the type of opportu- 
nity for investment that America will offer. 

Chairman RicHarps. American businessmen say we make them pay 
higher taxes in order to encourage foreign competition. 

You are a businessman and it is good | to hear you are thinking of 
these problems. 

Mr. CHatHam. It would create more jobs, I think. I am not afraid 
of guaranties in Holland, Scandinavia, and especially, Norway. We 
would process goods to a certain point, bring them here and finish 
them. It would mean more jobs here, better goods, and cheaper goods. 
That is what has made America. If we could sell blankets for 25 
cents we wouldn't be able to make enough in the next 50 vears to supply 
the women of America. You would have better goods at lower costs. 

Chairman Ricuarps. Mr. Merrow. 
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Mr. Merrow. I am happy to hear you talk about the textile in- 
dustry. You have stated the situation very well, Mr. Chairman. 

{ want to say that I certainly enjoyed these fine statements here this 
morning. 

Mr. Hoffman, you speak most persuasively. I wish I could do as 
well with some of my constituents. 


AID PROGRAM SERVES INTERESTS OF UNITED STATES 


You mentioned the fact that you thought we ought to spend between 
$8 and $12 billion for the underdeveloped countries. 

Mr. Horrman. In the next 5 years. 

Mr. Merrow. And you said that would be a tremendous saving to 
the American people. Would you expand on thata little? You mean 
from the military standpoint? If you convince the people of that, 
you might be able to sell this type of program. Until we do that, I 
have some doubts about it. 

Mr. Horrman. May I make my position clear on this question of 
foreign aid. I do not believe we have any right to take dollars from 
the American taxpayer and spend them anywhere or for anything 
that is not in the interest of the American people. I do object to put- 
ting a geographical tag on a dollar. The test should be not where it 
is spent but how well it serves our interests. 

For example, speaking about military aid, and assuming for a mo- 
ment that the maintenance of a free Turkey is of paramount impor- 
tance to us, if we had tried to help in the defense of that country by 
sending American divisions there, it would have cost us about 20 times 
as much as it would have cost to supply military aid. The reason is 
obvious. Turkey pays its soldiers a few cents a day and its colonels 
about $50 a month. “Furthermore, their soldiers, by the very nature 
of things, fight harder in the defense of their own country than would 
any outside troops. 

Speaking specifically about the point that an effective program of 
aid to underdeveloped countries might prove to be an investment rather 
than an expenditure, may I recall to your mind what I have already 
said about the Marshall program. It did not cost us $13 billion—it 
saved us over $50 billion. 

I can’t say for certainty that the development of these underdevel- 
oped countries as free societies would so strengthen the free world that 
military expenditures could be reduced, but it seems to me that this 
is a reasonable assumption. rs I think it is time that we 
risked some funds in waging peace. I don’t need to tell you that the 
military can and should get appropriations of from $35 to $40 billion 
annually in order to keep us secure. But we’ve got to begin think- 
ing in bigger terms than we have in the past about waging peace. 
It is a big job, too, and while it will cost only a fraction of what it 

costs to wage war, you can’t do a billion-dollar job with a hundred 
million dollars. 

As a final word, may I say that strengthening these underdeveloped 
countries may prevent our having to engage in military activities 
which are, of course, very costly. Our militar y activities in Korea cost 
us about twice as much as the cost of a 5-year program of economic aid 
for all the underdeveloped countries. 
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Mr. Merrow. The United States delegation at the last General As- 
sembly of the U. N. sent a communic ation to the Department of State 
in which we said, among other things, that we are in an economic con- 
test and if we lose this economic contest it would be as disastrous as 
a military defeat. 


COMPETITION WITH THE SOVIET UNION 


You feel that if we do not do something along these lines, whether 
it is $8 or $10 billion, we are in danger of losing this economic con- 
test with the Soviet Union ? 

Mr. Horrman. I certainly do. Mr. McCloy made this point: I 
don’t think in developing a program we want to think in terms of 
competition but in terms of the countries we are trying to help. I 
honestly think that if we orient ourselves in that way we will come out 
with the kind of program that will result in our winning that 
competition. 

I wouldn’t think of competing with Russia for the Aswan Dam. I 
wouldn’t think in those terms at all. I don’t know whether it is a 
good thing or not. I wouldn’t enter into that sort of competition. 

But a country has to be eager to achieve a democratic society or we 
should keep out. That is number one. 

Assuming that you have, as you have in all of these countries to- 
day, the exact form of society is not important, they are attempting 
to achieve democratic societies. If they are, then what do they re- 
quire? You have to handle the program in each country, and that 
san be done. 

As I say, the thing about it that I think is quite surprising is the 
fact it is not going to cost any excessive amount of money. That is 
the thing I found quite exciting. I don’t know how this program 
would come out. I didn’t know what the end result would be. I 
thought they would say we would have to spend $50 billion. That is 
out of the question. 

Mr. Merrow. Don’t you think we have to think in terms of compe- 
tition to some extent because this new offensive by the Soviet Union 
has brought about this reappraisal of our economic foreign policies 
which we are undertaking here today ? 

Mr. Horrman. Quite right. I think we have to be very conscious 
of that competition, but in developing the program our orientation 
should be the needs of the country. 

Mr. Merrow. Is the Soviet Union exporting capital into these 
underdeveloped countries to any extent? We talked of the steel mill 
in India, but are they exporting ¢ apital ? 

Mr. Horrman. Mr. McCloy can answer that better. I do happen 
to know that in Burma they made a barter deal which hi not worked 
out well for Burma. Burma was forced to take goods in great quanti- 
ties which she did not really need. She did not get the goods she 
wanted. As a result, a hostility to Russia has developed on the part 
of U Nu and other Burmese le: ders. 

This, to my mind, is encouraging. It demonstrates again that ty- 
rannical leadership is almost certain to commit blunders. As a mat- 
ter of fact, it was the blunders of the Russians that made the Marshall 
plan possible and also the continuing appropriations. 
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SOVIET BASIC POLICY UNCHANGED 


Mr. Zasiocki. I appreciate your fine statements, gentlemen. There 
are numerous questions, Mr. Chairman, that I have. Before asking 
certain questions on the foreign aid program I would like to ask Mr. 
Hoffman to comment further on Soviet future policy. I was amazed 
to hear Mr. Hoffman say that there is a possibility of an actual change 
of policy in the U.S.S. R. 

On the basis of most recent reports, Molotov is again an influential 
figure with the army backing him. Certainly neither Bulganin, 
Khrushchev nor Molotov are likely to change the policy. Who is 
there on the horizon in the Soviet ? 

Mr. Horrman. General Smith knows considerably more about this 
than I do. I say only this, and Mr. McCloy made this point: Is the 
situation developing in Russia in which public opinion will have 
impact on governmental policy. 

It is perfectly clear that it has had only limited impact up to now. 
It is perfectly clear that among the present leadership of Russia 
there is no one that is even remotely considering a change of basic 
policy. The question is whether the younger generation of leaders, 
who — will be more aware of the opinion of the Russian people, 
will be influenced by that. You are in a guessing contest there. All 


I can tell you is that I have heard a preponderance of opinion among 
the Russian experts that if you think in terms of not 1 year but 10 
years that in that period of time there is at least a possibility that 
these common people in Russia, this new middle group in Russia who 


in my opinion are subject to some influence from this fundamental 
change—and I hope you will not shake your head on this, General 

General Synrn. I am just smiling. 

Mr. Horrman. This change has come about: 

The leaders were able up until fairly recently to convince their 
people that they were in dire danger of capitalistic encirclement. I 
think they are having a tougher time doing that at the present time. 

In other words, I think when they themselves found out they had the 
atom bomb, when they became conscious of their growing strength, 
their susceptibility to that type of propaganda became much less. 

I have heard from people I do trust that that definitely is taking 
place. The Russian people are fairly confident and they don’t believe 
anybody can run over them now. That means they will not swallow 
that line much longer. 

I do think, and this information came from fairly reliable sources, 
that this new middle group, some 20 million people, technicians, they 
have to have if they are to run their economy, it is perfectly clear they 
will not be the same kinds of people that the peasants and common 
soldiers are. At the present time there is no organization of that 
group. There is only a recognition on the part of the top leadership 
of Russia that they need that group. 

Unless you can see a hope that Russian policy will change, and in 
time they will at least reach this point, where in their attempts to 
communize the rest of the world they will forego violence and sub- 
version, unless they come to that point we will have continued tension 
in the world. We cannot bring peace to the world. 

Mr. Zastocxr. Future Russian policy is a big question mark. At 
the present time our foreign-aid program appears to be geared bas- 
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ically to stop communism. If we are going to continue in that direc- 
tion to compete with the Soviets, is it not necessary to more accurately 
ascertain or determine Russian policy? On the other hand, wouldn't 
it be more advisable to emphasize and make clear that United States 
assistance is given to foreign countries regardless of Russia’s policies ? 
Is it not necessary that we reevaluate aid on the basis of assisting 
people ¢ 
PUBLIC SUPPORT FOR FOREIGN AID PROGRAM 


Mr. Horrman. I think in order to persuade the American people 
that they ought to put up the money for an adequate program of eco- 
nomic aid that this matter of competition with the Soviets is bad. 
Even if the Soviets were not in the picture it would be extremely im- 
portant to us that these underdeveloped countries of the world emerge 
as strong democratic nations. Even if Russia were friendly that 
would be true. 

It is very difficult to get the American people interested in a pro- 
gram for the underdeveloped countries simply on the basis of our 
having a very long-run interest in having them emerge in this way. 

Mr. Zasiocki. If that is our desire, is it not in our interest to edu- 
cate the people ? 

Mr. Horrman. Certainly. 

Mr. Zasvocki. If future aid is not forthcoming from Congress, is 
it not because we took the wrong approach ? 

Mr. Horrman. If I had not taken the easy way, along with other 
people, we would not have the tough situation we have now. Vishin- 
sky was our best salesman. Every time we put in an appropriation 
Vishinsky made a nasty talk, and I would ask, “Is this what you 
want?” I think it was a mistake. 

Chairman Ricuarps. I wish these gentlemen could stay here this 
afternoon, but they cannot. We have 1 very important witness this 
afternoon, and possibly 2, who can deal with that matter. 

Mr. Hays of Arkansas. 

Mr. Hays of Arkansas. Mr. Hoffman, are the documentations that 
you used so well available to us or will they be available country by 
country and category by category as to investments ? 

Mr. Horrman. Investments I cannot speak of with certainty. The 
documentation of the proposal is in this book to be published on 
January 9. J am sure this committee can get whatever copies of the 
book they want. 

This is not necessarily the best of all plans. I don’t know. All I 
am saying is that here is a concrete proposal that meets the specifi- 
cations. In other words, it is bold, imaginative, and it will do the 
job, I think. 

You might have the job done better by some other proposal. My 
main point is that only a proposal that meets that criteria is worth 
the serious consideration of this committee. 


IMPACT OF FOREIGN AID ON UNITED STATES ECONOMY 


Mr. Hays of Arkansas. When we finally agree upon something in 
the next Congress, if we Jay out these standards and they are agreed 
on, we will be expected to tell our people precisely the results in terms 
= the impact on our own economy which the chairman has talked 
about. 
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Do you feel we can defend it both from the long-range point of view 
and the more immediate political considerations ? 

Mr. Horrman. I am sure in these particular areas you will not have 
the problem that we had in Europe, that is the fear we are setting 
up competition for American industry. I cannot conceive of Burma 
becoming competition to American industry. I don’t think various 
lobbies will be around on this program. This program is lobbyproof 
from that standpoint, I think. 

Mr. Fuuron. On textiles, might there not be competition ? 

Mr. Horrman. In these underdeveloped countries you do not have 
at the present time any markets for American goods of any conse- 
quence. There the point is that we are building up markets. 

The major part of our trade always comes from the countries where 
the standard of living is reasonably high. What we are trying to do 
here, if you want to put it on that basis, we would be building up 
future customers that would be of great benefit to us. We are talking 
about 1,200 million people in these areas. If you get $2 apiece out 
of them you have a lot of money. 

Mr. Hays of Arkansas. The figures you have used include both capi- 
tal investments for consumer goods and all types of produects—— 

Mr. Horrman. Speaking in political terms, of which I don’t know 
too much, one of the most appealing features of this plan is that 
about 25 to 30 percent of this aid is in the form of agricultural 
surpluses, 

Mr. Hays of Arkansas. 25 percent ? 

Mr. Horrman. Something like that. If you are interested in exact 
figures here I will give it to you. 

“Mr. Hays of Arkansas. i will not take time, but that is right to the 
point I wanted to raise. 

I wanted to get to the other point of what is called infrastructure, 
or non-self-liquidating types of aid. 


MULTILATERAL PROGRAMS 


Mr. McCloy, I assume you rest your reluctance to approve some 
kind of international branch largely because of public opinion, the 
frailty of public support at the present moment. Is that correct? 

Mr. McCtoy. I think I would experiment with it but I would not 
Yn the bulk of aid through an international agency. I think pe» 
1aps you would have more difficulty supporting such aid before the 
American public, let alone administratively. Until we have an in- 
ternational body that proves itself, it would be imprudent to use one 
for large amounts of aid. 

Mr. Hays of Arkansas. I would be interested in any impressions that 
Mr. Hoffman may gain at this year’s U. N. meeting. 

There are two good arguments for multilateral aid. First, it would 
tend to distribute the burden. American taxpayers ask, “Must we 
always carry the load?” Second, it would show we are cooperative, 
internationally. 

The most eloquent supporter of a new U. N. agency for economic 
development is Mr. Chevan, of Belgium. It poses a very real problem 
for our country diplomatically, that is to show we are not just turning 
thumbs down on something that has wide support among the other 
free nations. 
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I want to be sure I understood you, Mr. McCloy.; You are not 
turning it down intrinsically except for this period in which a sounder 
basis must be 1: ud. Is that a fair statement? 

Mr. McCuoy. That is right. 

Mr. Hays of Arkansas. That was our feeling. Would you agree 
then, that we do need, in view of the support that it has aboard and 
the desirability of getting some help from other industrial nations, 
would you agree on that basis we can proceed to study the multilateral 
plans constructively ¢ 

Mr. McCoy. Indeed, in this book I wrote I came out for a United 
Nations agency to distribute aid, but I rather changed my view since 
then along the very lines you are indicating because I think such a 
course 1s a little premature, and we have not had experience with it. 
I am doubtful whether we ought to assume, in view of the importance 
of this program that the extra burden of public support that would 
be necessary for a program administered by an international agency 
would actually be forthcoming. 


LOANS VERSUS GRANTS 


Mr. Hays of Arkansas. Would you care to express an opinion as 
to whether or not an enlargement of the powers of the International 
Bank might provide the answer? That is, giving grants rather than 
exclusively loans? 

Mr. McCoy. Isuggested, I believe when I was speaking before, that 
if there were an institution that approached the aid problem with the 
analysis and the objectivity which the International Bank has dis- 
played toward loans, it could serve a very useful purpose indeed. If 
we had such an agency I think it would remove some of my present 
objections to the use of an international body to distribute at least 
a part of the aid funds. 

Mr, Hays of Arkansas. Thank you very much. 

Chairman Ricnarps. We have one more member with questions. 

I want to say Mr. McCloy mentioned this book before. I have not 
read it. Does it represent your thinking on Russia and America ? 

Mr. McCroy. This is the book I referred to. It is not my book. 
It is Professor Roberts’ book. I wrote a foreword to it. I am the 
head of the organization which put it out. 

Mr. Cuatuam. Who published it? 

Chairman Ricuarps. The staff read it but very few members have 
read this book. I have heard of it and it would be good if we could get 
it. 

Mr. McCoy. We will send you copies. 

Mr. Cuatuam. I would like to get the book Mr. Hoffman referred 
to. 

Mrs. Keruiy. Could you tell me if you have been in any advisory 
capacity to the United States Government in the past few years? 

Mr. McCuoy. No official ¢ apacity. Ihave talked to 

Mrs. Keity. My interest is the use of your vast knowledge. Has 
the executive branch of the United States Government sought your 
advice on problems of the world today ? 

Mr. McCrioy. Infrequently. 

Mrs. Ketiy. Infrequently ? 

Mr. McCroy. Infrequently. 

Mrs. Ketiy. I take that answer to mean “no.” 
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SHIFT IN SOVIET POLICY 


You referred to the shift of the Soviet policy from Europe to the 
Middle and Far East. Do you attribute that possibly to the writing 
off of Europe by the U. S. 8. R. or to a weakening of the unity of 
Europe or the breaking up of the West and the weakness of N ATO, 
or to the success of our policy ? 

Mr. McCoy. I attribute it to the fact that the Soviets thought they 
had easier going in the underdeveloped areas, certainly easier going 
than they were encountering in Europe. 

Mrs. Ketiy. Were encountering or are encountering ? 

Mr. McCrory. Than they were ‘encounter ing in Europe. They had 
a huge struggle at one time in the postwar period over Germany, 
which was the big prize—the struggle for the soul of Faust, going 
on very acutely and if vou visited ‘Germany during that period you 
saw it. 

They did not succeed in Germany. I think they came to the con- 
clusion they could not succeed there without the use of force and 
more force than they were then prepared to exert in view of our mili- 

tary position at the time. 

So they have turned to exploit this growth of anticolonialism, of 
nationalism, this growth of restiveness, this desire and urge for an 
improved standard of living in the valsedeveloned areas, and they 
have felt they would have a far better field in which to foment unrest 
there than they were having in Europe, although they did not abandon 
their energies in Europe “by a any means. They did not place an 
exclusive emphasis upon Europe as they had heretofore. 

Mrs. Ketiy. Do you think that the U.S. S. R. can control Europe— 
and southeast Europe—at the present time by subversion with the aid 
of the people who are in government in Europe at the present time? 
I am referring possibly to the new, Communist-inclined persons who 
hold government positions in some countries of Europe at the present 
time. Canthe U.S.S. R. control them? 

Mr. McCoy. No. Although I think our position in Europe is a lit- 
tle less sturdy now than it was in the immediate past, I do not be- 
lieve that the Communists are on the way to taking over Europe 
through infiltration, if that answers your question. 

Mrs. Ketry. Yes; it does. 





DETERRENTS TO PRIVATE INVESTMENT ABROAD 


I would like to refer to this larger capital investment you are speak- 
ing of. Do you not think the abrogation of the international agree- 
ment on the Suez by Nasser is going to hinder United States invest- 
ments in the underdeveloped areas? 

Mr. McCroy. Certainly it is going to hurt them in Egypt and per- 
haps in that general area. 

Mrs. Kerry. Just in that area? Will private enterprise not ques- 
tion going into any area in like circumstances? 

Mr. McCoy. Well, it certainly has a disturbing effect. It is like 
dropping a stone in a pool. The effect. however, is so diluted by the 
time it reaches an area like South America, that it is not an important 
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factor. But in the area of the Middle East it is causing everyone who 
is thinking of investing there to hesitate and hold back. 


EXPANDING INVESTMENT GUARANTIES 


Mrs. Kreiuy. Considering the uncertainty of other governments, say 
in South America or any other nation, do you think the United States 
Government would have to increase guaranties to private investment 
for the above reason? I think you mentioned limiti ing guaranties. 

Mr. McCroy. Yes; I perhaps disagree with the chairman a bit. I 
have a little skepticism about the extent to which Government guar- 
anties against political risks prompt investment. I think, myself, I 
would prefer a tax advantage rather than a Government guarant) 
against revolution, for example. I think that after you have re- 

ceived the guaranty and talked to the State Department and are wise 

to an unsatisfactory political situation, you are not very likely to 
expand investment. Guaranties of convertibility, of course, are 
important. 

I would make them guaranties against exchange risks, more than 
anything else. In that way I would limit rather than expand them. 
The chairman has asked me whether I would expand the guaranties 
and I think I should prefer tax incentives rather than further 
guaranties. 


INVESTMENT BY FOREIGN NATIONALS AT HOME 


Mrs. Kerry. Can you tell us if there is any increase of foreign 
investments of nationals of other countries in this country or in Canada 
or elsewhere in place of in their own country ? 

Mr. McCroy. I think there has been a very substantial increase of 
foreign investments in the United States. However, many of them 
represent the accumulation of dollar balances, and are invested in 
short-term securities. 

Mrs. Ketity. And in Canada? 

Mr. McCrory. Yes; and in South America, a very substantial in- 
crease, although the expansion in those areas is more on a long-term 
basis. 

Mrs. Ketry. Is there anything that can be done to see if those 
people. —even in underdeveloped areas we know there are many wealth y 
people—would invest in their own countries instead of over here? I 
am going to take, just for an example, Mannesman enterprises of 
Germany. I learned about this while in Europe last fall. Mannes- 
man, for example, is investing in Canada and all over. 

There is a general determination to invest in the Western Hem- 
isphere. 

Mr. McCroy. I think they are also investing in Germany but they 
have had very little capital. 

Mrs. Keiiy. But their capital is going outside. 

Mr. McCoy. They have not had much capital in Germany. They 
are just beginning to form capital in Germany now through earnings. 

Mrs. Keiiy. Mannesman. 

Mr. McCrory. Mannesman, the steel firm, yes. They have an invest- 
ment in South America, an important steel investment. 

Mrs. Ketiy. Also in Canada. 
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Mr. McCrory. Yes. This is, I think, the natural direction for the 
company’s expansion. Mannesman has large investments in Ger- 
many but I think that the dynamism of the German economy makes 
them seek foreign investme nts as ail as domestic investments now 
that they have some accumulation of capital. 1 do not believe there 
is any flight of capital from Germany. 

Mrs. Kenxy. I took Germany as an example because that question 
did come up and we were trying to tell them they should invest in 
munitions in Germany. It was stated that they would rather pay 
us for military material than rebuild military industry. T know in 

taly it isthe same thing. In Greece and in many nations. Could the 
United States do anything to try to encourage them to invest in their 
own countries ? 

Mr. McCroy. In their own Military Establishment ? 

Mrs. Ketiy. Not just military but the general investment of capital. 
Invest in their own country instead of bringing their capital here. I 
know that is not quite the thing we want. 

Mr. McCroy. I think that in the case of Mannesman, I have heard 
the Krupp people say the same thing. They do not want to move back 
into the munitions-building business, because it means too much in- 
volvement with Government, and too many. other aspects which they 
wish to avoid, so that they would prefer to deal in nonmunitions busi- 
ness. And they are looking for investments in that category in Ger- 
many as well as in other areas of the world. 

I repeat that I believe that with the expansion of the German econ- 
omy we can expect them to invest their capital abroad just as we are 
investing our capital abroad as our economy expands. That is a. 
a different thing from the wealthy man, let us say the wealthy South 
American, who does not put his money in his own country but puts it 
in Switzerland or the United States and does not employ it for the 
benefit of his own nation. That is not, I believe, the case In Germany 
or Great Britain. T think it is the natural result of postwar expansion 
of their economies. 

Mrs. Ketxy. I have another short question which is almost a 
summary. 


RELATION OF PROGRAM TO WELFARE OF AMERICAN PEOPLE 


Do I understand that in this economic program that you believe 
that it should be more of a moral obligation by us as a prosperous 
nation as against Mr. Hoffman’s statement that we should consider it 
our self-interest ? 

Mr. McCroy. I should agree with Mr. Hoffman. The program 
should stand or fall on the basis of what it means to the welfare of the 
people in the United States. However, I do not exclude a sort of 
noblesse oblige, as a very small element. I think that this can be sup- 
ported, (a) on the basis of our rivalry, if you wish to put it that way, 
or the issue that has been raised with the Soviet Union (4) on the 
basis of our own economic vigor, and I would add another element: 
that we, as the great world leader, do have a certain responsibility, as 
does the leader of any community, to see to it that one’s wealth is to 
some extent made responsive to appeals from less fortunate members 
of the community. I do not brush off this thought as so many do with 
the statement that you only create enemies by this type of aid. You do 
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create irritations, to be sure, but you also have a reserve of goodwill 
and appreciation which is not entirely dissipated by the maladminis- 
tration or the discriminations involved in the distribution of that aid. 

You hear a great deal about Germany today, that they are not appre- 
ciative of our aid. If you walk down the streets of Berlin, you will 
find that they are appreciative. 

Mrs. Kretiy. Do you believe the counterpart formula which was 
the basis of our aid was successful / 

Mr. McCuoy. Yes. 

Mrs. Kenny. And Mr. Iloffman feels the same that the counterpart 
isthe proper method ¢ 

Mr. Horrman. I think it resulted in the dollars — double duty. 

May I just associate myself with Mr. McCloy. I do not exclude 
the values that come out of the humanitarian aspects of this pro- 
gram, I do not exclude them. I think you can sell it entirely on the 
basis of what it will do for America and that isa plus. 

Mrs. Ketiy. Thank you. 


CONDITIONS ON AID 


Mr. Zasiocns. Just to clarify Mr. McCloy’s statement that we should 
have the least amount of conditions. I would like to ask him whether 
certain conditions are not desirable. For example, the committee 
adopted the Richards amendment and the committee amendment pro- 
viding that unless certain reorganization of the tax structure and 
other internal fiscal reforms were adopted by certain countries assist- 
ance would not be advanced—Do you think, Mr. MeCloy, that we 
should have such conditions in our future aid programs / 

Mr. McCroy. ‘The only conditions that I would impose on the de- 
velopment program would be, one, that the country is not committed 
to the Soviets. I would not give any money to Poland while Poland 
is under the Soviet rule. The cule other conditions that I would im- 
pose is that they contribute themselves within their means to their 
own development program—that they have a sufficiently sound eco- 
nomic base or are prepared to develop one which will make the use 
of our money in that country fruitful. 

Mr. Zasvockt. Did not the conditions this committee had insisted 
upon hasten the desired development in the past? I am speaking 
now of the Richards amendment. It prodded western European coun- 
tries into a cooperative effort to 

Mr. McCuoy. I should be more familiar with the Richards amend- 
ment. 

Chairman Ricnarps. It dealt with the military program. 

Mr. McCrioy. Iam not familiar with that. 

Chairman Ricuarps. It restricted the allocation of funds for the 
milits ary program in Europe so as to speed up the organization of the 

Kuropean Defense Community. You do not believe in attaching too 
many conditions ? 

Mr. McCioy. No, Don’t look in the development program for an 
Army base, or a vote in the U. N., or gratitude as such. Take it as 
it comes. 

Chairman Ricuarps. I know you have more questions, but we will 
have to recess until 2:30. This afternoon I want to remind you we 
will have Mr. Howard Petersen, president of the Fidelity Philadelphia 
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Trust Co., chairman of the International Subcommittee, Committee 
for Economic Development, former Assistant Secretary of War, and 
United States delegate to the London Conference With Common- 
wealth Nations on Japanese Trade Relations. 

I hope you will be back here at 2: 50, 

The committee stands adjourned until 2: 30. 

(Whereupon, at 1: 20 p. m., the committee recessed until 2: 30 p. m., 
the same day.) 







AFTERNOON SESSION 







(The committee reconvened at 2:30 p. m., Hon. James P. Richards 
(chairman) presiding. ) 
Chairman Ricuarps. The committee will come to order, please. 
Ladies and gentlemen, we are privileged to have with us this after- 
noon Mr. Howard C. Petersen. You, of course, know of Mr. Petersen. 
He is in private business now but once had a prominent position in 
Government. You may proceed in your own way. 
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Mr. Perersen. I am honored indeed by your invitation to appear 
before you. J am going to address myself particularly to the question 
of United States assistance of economic progress in the underdeveloped 
world. I realize this is only part of the broad and varied program 
that goes under the name of foreign aid, but in the present stage of 
the world history I believe it is the most vital and difficult part. 

The United States has spent a great deal of money on foreign aid 
since the end of the war—something lke $60 billion. Our aid has 
gone out in many different forms, to many different countries for 
many different purposes. There is a natural desire to be through with 
all this. There is also a feeling that the continued existence of a 
need for aid demonstrates that aid does not accomplish its objectives. 

The fact is that we face a challenge of economic development abroad 
that is only now rising to major importance and that we have not pre- 
viously tried to meet on a major scale. The foreign-aid programs of 
the past decade have on the whole succeeded in their purposes—the 
relief of postwar distress, the rehabilitation of Western Europe, the 
military strengthening of our allies in Europe and Asia. But we 
have not had a comprehensive, systematic or adequate program for 
assistance to economic development in the underdeveloped world. 
Some of our programs have assisted development, but the assistance 
has been intermittent, crisis-oriented, often a byproduct of defense 
efforts. We must now, for the first time, accept assistance to foreign 
economic development as a major continuing responsibility of the 
United States Government that is in our own interests and to which 
we will devote substantial energy and resources. 
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ROLE OF THE UNDERDEVELOPED COUNTRIES 


Out of growing contact with Western industrial societies, the peo- 
ple of the underdeveloped countries acquired an intense desire for 
independence, self-expression and status. ‘This desire first took the 


tore of a demand for political independence which finally led to the 
breakup of the colonial system. We are now seeing the emergence of 
the second phase of this historic process. 

The independent underdeveloped countries of Asia, Africa, and 
Latin America, in which live almost half the population of the world, 
have become keenly aware that politic: al independence alone does not 
satisfy their aspirations. They are determined to achieve freedom, 
not only in the negative sense of absence of external control which 
they have, but also i in the positive sense of capacity to decide and to 
act. And they look upon economic development, properly, as the 
necessary condition for this positive freedom. Their drive for eco- 
nomic development is a new force in the world and our future is bound 
up with its course and success, 

The fact of our involvement in the course of events in the underde- 
veloped world is coming to be more and more recognized in this coun- 
try. Recent evidence of Soviet interest in these areas has contributed 
to this awareness. But the degree and nature of our involvement is 
not yet adequately under stood. Better understanding of our own 
interests is the first and most important step to a program of the neces- 
sary scale and character. 

In a policy statement published in February of this year CED's 
Research and Policy Committee attempted to discover and describe 
America’s interest in the underdeveloped world. I have supplied 
copies of this statement to members of the committee. Let me briefly 
summarize our conclusions. 


PROGRAM SERVES UNITED STATES INTERESTS 


The United States interest in foreign economic development is first 
and foremost an interest in our own national security. We have 
strong Lumanitarian interests and economic interest that are far from 
negligible. But it is primarily concern for our security that elevates 
foreign economic development to the front rank of our national objec- 
tives. Let me hasten to explain that our interest in economic develop- 
ment is separate from our interest in making strong military allies. 
Our interest is in strengthening world stability and order—in prevent- 
ing frustration of the natural ambitions of the underdeveloped areas 
from becoming a source of disturbance, hostility, and aggression in a 
world already tense and explosive. Success in this can greatly ease 
our military burdens and avoid spreading our military strength over 
vast areas of the world that now are potential trouble spots. 

Economic development is the most constructive path along which the 
underdeveloped countries can seek to realize their own aspirations. 
This is the path most consistent with their own interests and with ours. 


DANGERS OF FAILURE 


The ambitions of the underdeveloped world for speed in economic 
development are high: perhaps too high to be met under the best of 
84313—56——_10 
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conditions. But, as in most of life, complete satisfaction of ambitions 
is not critical. What is critical is sufficient progress to sustain hope 
and effort. This is not beyond achievement. 

The underdeveloped countries are, with some exceptions, trying to 
achieve economic development by means that are broadly democratic. 
Their economies are not, and will not be, exactly like ours. For vari- 
ous reasons the role of government will be larger. But essentials of 
economic democracy, such as free choice of occupations and freedom 
of consumers’ choice, are being preserved and democratic political 
processes are being fostered. However, the selection of the democratic 
route is tentative and pragmatic with them. It can easily be aban- 
doned if it does not work. 

Suppose that economic development at a reasonable rate is not 
achieved by democratic means. What is the alternative? There is a 
good deal of truth, although it is not the whole truth, in saying that 
the alternative is communism. This danger may be particularly 
great in southeast Asia. Governments that are frustrated in their 
efforts at economic development are likely to turn to totalitarian 
methods, particularly in an effort to squeeze out of their populations 
the capital needed for erowth. 

Agrarian unrest is a priority target for Communist propaganda 
and political action. The Communists managed to win at least the 
passive support of the peasantry in China by appealing to their dis- 
content with promises of land and the abolition of debts. This same 
appeal may well work in other countries of southeast Asia if some 
relief is not achieved for the serious problems arising out of rural 
overpopulation. 

Additionally, the Communists have probably been even more suc- 
cessful at winning adherents among the disaffected elements of the 
middle classes than they have been among the peasantry. In a num- 
ber of underdeveloped countries the Communists have allied them- 
selves with local nationalists and sought to focus the resentments of 
the middle classes against the West. Many of these people are well 
conditioned for Communist indoctrination by years of blaming all 
their country’s problems on western colonialism. 

The danger that we would face if frustration of the drive for eco- 
nomic advance in the underdeveloped world should cause further 
spread of communism is clear. What is probably less clear is that 
this frustration would be dangerous to us even if it did not lead to 
communism. Being non-Communist or even anti-Communist is no 
assurance that a nation will be internally stable or externally peace- 
ful. Leaving communism entirely aside, frustration of peaceful con- 
structive efforts is likely to lead to aggressive moves as ways to achieve 
national solidarity and self-expression. For various historical and 
psychological reasons, partly related to the colonial backgrounds of 
these countries, these moves will almost certainly reflect hostility to 
the West. 

The situation in the Middle East today shows the form that emerg- 
ing nationalism is likely to take if it cannot find constructive expres- 
sion. It also shows how deeply involved our own interests are, and 
how difficult it is to protect them. We do not want to be running 
around the world with military force or economic sanctions to prevent 
injuries to our political and economic interests, affronts to western 
prestige, and breaches of the peace. Even if this were physically 
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possible, it would be self-defeating, because it would only deepen 
bitterness and hostility. At the same time, we cannot ignore the possi- 
bility that each incident may be a small but irreversible shift of the 
balance of forces against us, or that some incident may be the critical 
one that sets off a great war. 

United States national security is also directly involved in the 
consequences of economic development for world trade. The develop- 
ment of an underdeveloped country benefits in some degree most 
countries trading with it. This is particularly important for our 
industrial allies. Their economic health and their military strength 
are much more dependent than our own on an expansion of foreign 
trade and, in particular, on an expanding exchange of their manufac- 
tures for imports of food and raw materials. This economic de- 
pendence of our allies is, of course, an important political and security 
consideration for the United States. 

Japan especially needs to expand its tre er with the underdeveloped 
countries rapidiy. Unless it can do this, the repercussions on Jap- 
anese policy are likely to be damaging to our position in the Far 
Kast. 

NEED FOR INCREASED UNITED STATES CAPITAL ABROAD 


In this situation we must surely hope that the newly released ener- 
gies of the underdeveloped world will be channeled into peaceful, 
democratic economic advance. But we must do more than hope. 
Most of the underdeveloped countries are caught in a vicious circle. 
They cannot raise their levels of production significantly without 


more capital. And they cannot get the needed capital out of their 
current production, at least not without a cruel squeeze on already low 
subsistence levels. 

We can also be sure that capital will not be forthcoming in adequate 
amounts unless the United States provides much of it. This is simply 
a reflection of the preponderant economic size of the United States in 
the world today. 


IMPEDIMENTS TO GUARANTY PROGRAM 


There was discussion this morning of the United States guaranty 
program—to convertibility and no expropriation. One committee 
found that it has not had a significant effect and that the number of 
investments which were guaranteed under it in underdeveloped areas 
is small indeed—something less than $10 million. 

One of the impediments, I take it, to utilization of this program is 
that a country to come under the program must sign a treaty which 
agrees that they shall not expropriate or that they will permit free 
convertibility of funds. In many countries this is felt to be an im- 
pingement upon their sovereignty and they have been unwilling to 
sign treaties. 

But even in the underdeveloped countries that have signed treaties, 
American manufacturers and industrialists have utilized this guar- 
anty program only to a very small extent. 


STIMULATING PRIVATE INVESTMENT ABROAD 


There was some discussion as well in Mr. McCloy’s statement about 
a tax incentive. We in CED in this report did recommend the re- 
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duetion of 14 points in taxes on earnings from foreign investment. 
We also recommended that branches of American concerns be given 
the same tax treatment that they obtain for their ;s subsidiaries. If 
you have a foreign subsidiary, you do not pay a tax on its earnings 
until the money is repatriated, but if it is a—— 

Chairman Ricuarps. What distinction do you make between the 
branch and the subsidiary ? 

Mr. Perrrsen. There is a distinction now made in the law. Under 
the law a subsidiary of an American corporation does not pay a tax 
until the dividends are paid out, but if it is a branch—and the differ- 
ence is largely a legal formalism, for it is a matter of choice with the 
manufacturer whether he operates through a corporate subsidiary or 
a branch—in a branch as soon as the money is earned, it is subject to 
the Federal corporation tax. Our recommendation would equalize 
the position as between branches and subsidiaries and not tax until 
there is actual repatriation of earnings. 

I would doubt very much whether these tax incentives will cause a 
great flow of foreign investment. I think the opportunities for profit- 
able investment at home are so excellent tod: ay that the investor, having 
a freedom of choice, is not likely to run the risk of all the political 
instability which he finds in most overseas areas even though there is 
some tax incentive. 

Our committee, however, while suggesting certain measures to stim- 
ulate the flow of private investment and feeling strongly that the 
objective of the Government should be to promote this flow, con- 
cluded that private sources would not provide all or even most of the 
capital that could be effectively used in these areas. Referring to the 
shortage of capital we said, and I quote from this document: 

Even after all practical measures are taken to increase private foreign invest- 
ment from the United States and other industrial countries, it seems probable 
that most of this shortage of capital will remain until development has pro- 
ceeded well beyond .its present stage. For this shortage is, in the main, an 
unfilled need for funds to invest in transportation and other basic economic facili- 
ties—fields of investment which are not likely to be attractive to private foreign 
investors. The growth of manufacturing, the extractive industries and trade— 
the fields where private investment has its major opportunity—depend on cre- 
ating these basic economic facilities. 

We therefore came to the conclusion that an expanded program of 
public investment in the underdeveloped countries is in our national 
interest. The returns that we should expect from this investment are 
success in achieving economic development in these countries, and their 
emergence or consolidation as internally stable, externally independent 
nations, willing and able to participate in world affairs in a construc- 
tive manner. 

UNITED STATES GOALS OF ECONOMIC DEVELOPMENT 


I think we should all appreciate what this does not mean. It does 
not mean that we should seek or expect from our assistance, gratitude, 
popularity, emulation, or political commitments. The outlook is dark 
indeed if we can only live in security and prosperity in a world where 
other nations love us, are grateful to us or are allied to us. 

To repeat, the goals of economic development assistance are first, 
development, and second, stability, from which we hope to obtain 
greater national security. 
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ESTIMATED COST OF PROGRAM 


CED did not attempt to estimate just how |: —— the United States 
program of economic development assistance should be. The total 
would have to be worked out from detailed countr y-by-country studies 
of needs and absorptive capacity. However, to indicate an order of 
magnitude, we suggested that the independent underdeveloped coun- 
tries—and when I talk of underdeveloped countries I talk of those 
that are on this side of the Iron Curtain—could use effectively between 
$500 million and $1,500 million of new foreign capital each year dur- 
ing the next few years over and above what they are now getting. 
Some of this could come from private sources and some from other 
governments but a large part would have to come from the United 
States Government. 


PROGRAM REQUIREMENTS 


As I said earlier, appreciation of our national interests is the basic 
requirement for an ‘effective program of economic development assist- 
ance. Wein CED are now studying the next problem, which is the 
character of a program that will most effectively serve our interests 
in economic development. This study is not yet completed, and I shall 
only state here my personal and tentative judgments based on our 
work in process, and I have 6 or 7 points I should like to make. 


1. The program should be consistent with the long-term character of 
the underdeveloped countries’ needs and our objectives 

We should assure our continued assistance during an appropriate 
period—a period of several years, Mr. Hoffman this morning said 
at least five—not just a single year at a time. Countries will need to 
commit themselves—both governments and private investors—to in- 
vestment projects that depend on anticipated economic growth for 
their success and profitability ; risks must be taken, and waste avoided, 
and for that some assurance of future financing must be provided. 
Furthermore, it is an essential part of the process to force government 
and political leaders of these countries to look ahead and think ahead, 
and commit themselves to their country’s economic future. 

A minimum step, I should think, would be the enactment of a con- 
tinuing authorization for the appropriation of funds, up to some speci- 
fied limit, for economic development assistance. This would not lessen 
the power of Congress to review and control the program. But it 
would express the fact that this is a continuing function of govern- 
ment, not requiring annual redetermination of ‘whether we should be 
engaged i in it. 

Requests for funds from Congress should be supported by state- 
ments of the long-term programs that they are to implement. This 
would not commit the Congress beyond the appropriations it actually 
makes. But it would stimulate forward planning on the part of our 
administration and the recipient governments, it would assist the 
Congress in making decisions, and it would clarify our intentions at 
home and abroad. Mr. Richards, in starting the meeting this morn- 
ing, spoke of this problem as one that he had very much in his mind, 
It seems to me there are mechanics or fiscal devices, if vou wish, which 
could be utilized and have been utilized in other programs to assure 
continued financing. One frequently used by Congress is the corpora- 
tion device; in the case of the highway bill, a trust fund device wa’ 





50 FOREIGN POLICY AND MUTUAL SECURITY 


utilized; and for many military matters, contract authorizations are 

approved. 

2. In the main, the United States should both determine and admin- 
ister aid programs it finances 

The CED said in its policy statement earlier this year on economic 
development abroad that— 
taking the pros and cons of international administration together, the Research 
and Policy Committee inclines to the view that an expanded program of public 
investment in underdeveloped countries should be administered by a United 
States agency or agencies, except in situations where an international approach 
would clearly be more advantageous * * * 

The committee preferred the World Bank as administrator in the 
cases where the multilateral approach would be most suitable, but no 
exclusive commitment to any ¢ hosen instrument was envisioned, 

In cases where the United States is the sole or principal financial 
contributor, the determination of where the money shall be spent, over 
what time-span the program should stretch, the basic size of the pro- 
gram and the underlying agreement between governments controlling 
the use of the aid should remain with the United States. 

It is only the detailed administration of the program that might, 
in special circumstances, be left to multilateral organization. 

We sponsor aid programs of diverse natures in countries as diverse 
as Formosa, Viet Nam, Pakistan, Spi ain, India, and Libya. In some 
cases the aid is intended to provide the main support to military forces 
of a foreign nation. In other cases, our funds support bases abroad 
for the potential use of our own forces. There are cases where we are 
engaged simultaneously in developing military forces and in develop- 
ing economic strength. In some cases we shall probably be concerned 
exclusively with economic development. 

It would be perhaps impossible and at the best extremely difficult 
to parcel out responsibility for different programs between the United 
States and a multilateral agency where economic and security arrange- 
ments are intertwined. It would be similarly difficult to identify 
within countries the resources to be available in furtherance of eco- 
nomic or security aims. 

Furthermore, we should expect that crises within and between na- 
tions will continue to occur. So long as international relations and 
internal political situations are less than ideal, the United States needs 
to reserve to itself maximum freedom to deal with events as they occur 
in the best interests of this Nation. Ido agree with what Mr. McCloy 

said this morning, that he thought these crisis programs, such as the 
Guatemala program several years ago should be considered as some- 
thing apart from the general program of economic development. 

The weight of reason against. committing ourselves in any broad- 
scale manner to the use of multilateral organizations in our aid pro- 
grams does not, however, mean we should deny ourselves the possi- 
bility of using them when they are appropriate. 

In advance, no clear-cut instance in which the multilateral approach 
would appear to be superior to bilateral arrangements can be singled 
out. In general, however, such instances would probably be found in 
long-term country programs of economic development when World 
Bank, International Finance Corporation, or other similar agencies 
were also contributing funds or other help. In such special—and 
pr dade infrequent—instances, the United States might want to take 
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the role of a subscriber to a program larger than it cares to finance 
from its own funds, and leave the administration of its aid to the 
international agency principally concerned. 


We should move ahead with parts of our program for economic 
development abroad as soon as those parts can be decisively 
formed, rather than to await formulation of a complete program 

The pace of programing is bound to be uneven where different coun- 

tries and different situations are concerned. This is not a Marshall 
plan situation where you had a homogeneous population and a com- 
mon problem. The value of getting in action is greater than the value 
of holding up action until a program of dramatic scope can be 
announced. 


4. Our assistance should not be encumbered with unre lated. improper 
conditions, although there are circumstances in which some con- 
ditions are proper and necessary for efficient execution of eco- 
nomic-development programs 

In countries where we have military agreements, such agreements 

will in practical fact have a bearing on the amount and continuance of 
our aid. Additionally, and aside from any such special arrangements, 
our own foreign-policy interests must in every case rule our decisions. 
So much, at least, of an implied “string” is always attached to our 
aid. It is related to our general foreign policy. All this, however, 
does not invalidate the view that the most practical conduct is to avoid 
assertion of military or diplomatic conditions where the assertion is 
properly avoidable. Most of the conditions would relate to the utiliza- 
tion of funds and matters wholly related to the economic aspect of the 
aid program. 


Wein the CED feel that our approach to the problem of a program 
for economic de velopme nt abroad needs to be pragmatic , evolu- 
tionary, and adaptable 

We shall have to deal with crises as they occur, to judge the worth 
of programs as they develop. The aim—to assist the momentum of 
development—is clear. Policy must evolve by decisions in major cases. 
The process of programing is in itself a policymaking function. We 
shall better come to grips with the problems that arise in making 
decisions upon those policies, rather than in abstract, advance debate. 


6. On balance, the CED feels that in most instances loans are pref- 
erable to grants 

This is a question, Mr. Chairman, that you raised at the outset. 

Long continued grant assistance tends to demoralize relations be- 
tween the donor and recipient, since the recipient may come to look 
upon the grant as a moral right; the donor is tempted to use grant 
aid as a political tool, and the rec ipient comes to resent atts wched con- 
ditions, and to suspect the donor of ulterior purposes. Loans pre- 
serve an above-the-board business relationship, and conditions are 
regarded as natural in making a loan. Additionally, the making of 
the loan can be regarded as depending upon economic performance 
more than upon politic al considerations, and the loan disbursements 
may extend over a considerable time, but the end amount is pre- 
determined. 

Nevertheless, in some countries resources for loan repayment in the 
currency of the lender may be fully committed. In such cases, loans 
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repayable in the currency of the borrower can be made. These should 
be special cases, however, and their use should be limited, to avoid 
undesirable competition with the Export-Import Bank and the World 


Bank. 


7. The need for enlarged programs of assistance for economic devel- 
opment is not an argument for smaller military security programs 
Our problem is not that we have been spending too much for mili- 
tary security but that we have been ioliies too little for economic 
development. We need to decide each program on its merits. To do 
this we must label each program as what it is, and to recognize eco- 
nomic development as an independent objective not having to be 
disguised as a form of defense support. 


8. Our development program should be concerned with the needs and 
opportunities for economic development abroad, and our ability 
and interest in providing such assistance, not with competing 
with the Soviets 


We should not be diverted by Soviet activity from what we should 
do, nor should we disperse our efforts on programs we would not 
otherwise find justified in an attempt merely to counter the Russians. 
Competing with the Soviets puts too much emphasis on short-term 
propaganda effects and risks distracting our attention from what 
counts most to us—the betterment of economic conditions abroad. 

The competition that should concern us is not that between our 
foreign programs and those of the Soviets; it is between the internal 
development of the Soviet block countries—China in particular—and 
the development of the countries we wish to succeed. And this is an 
essential long-term view. 


9. Where comprehensive development plans are being made, it is our 
only reasonable course to fit our development aid to those plans 

In the case of countries with long-range development plans, such 
as those drawn up in India and Pakistan, our aid programs should be 
broadly enough conceived, and projected far enough into the future, 
to give a measure of the relation between our aid and the achievements 
that can reasonably be expected to flow from long-range planning 
abroad. Both the Pakistan and India plans are 5-year plans. The 
effectiveness of American assistance in such cases will depend to a 
considerable extent upon a confrontation of what we, on the one 
hand, can reasonably propose to do, and what they, on the other hand, 

can do, and can count upon getting from other sources. 

There are likely to be some cases in which assistance to development 
is desirable even though comprehensive plans do not exist. For 
example, overall planning may not be necessary to reveal that certain 
projects or kinds of projects would make a major contribution to 
development. We should seek to encourage a broad approach to 
the problem of determining the capital requirements of development 
and for determining priorities in the use of scarce resources without, 


however, making central planning of economics a condition to our 
aid. 
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10. Our agricultural surpluses are a useful and proper adjunct in our 
foreign economic development programs, but we need explicit 
plans and arrangements for their use 

Economic development programs need not forego the use of con- 
sumption goods. Imports of consumption goods that make possible 
the diversion of a country’s own resources into construction of new 
assets may be a most effective way to achieve enlarged investment in 
the country’s capital. The CED believes that until our agricultural 
surpluses have been eliminated—and I do not think anyone in CED 
foresees the early elimination of agricultural surpluses—their use 
is a desirable way of providing underdeveloped countries with capital. 

Plans for their use cannot outwit all the uncertainties of the future, 
nor can final plans be made for many years ahead. But to the extent 
that the use of our surpluses can be programed, their usage will be the 
more effective both in this country and abroad. 

That concludes my statement, Mr. Chairman. 

Chairman Ricuarps. Thank you, sir. That is a good statement. 

[ believe I will start at the other end of the table in asking questions, 

Mrs. Kelly. 

LONG-RANGE PLANNING 


Mrs. Kevty. Thank you, Mr. Chairman. Maybe you should start 
at the other end this time because frankly, as a result of the hearings 
this morning, I agree that all statements are excellent and very inter- 
esting, but I cannot see any new bold program presented to us at this 
time. To me it is a continuation of what we have been trying to 
do all these years. I have not detected how we are going to have a 
long-range program under our system. Are we as a Nation going to 
lend X underdeveloped country X dollars under a long-term, low- 
interest-rate loan, for a purpose we decide that country should have, 
and how is that country going to live up to its agreements? We will 
live up to ours and have in the past, but I do not see how, with the 
instability of the governments in these underdeveloped areas, that 
they will live up to their agreement. 

Mr. PererseN. You suggest a lot of questions. 

Mrs. Kerry. Yes; but it comes down to what guarantee can the 
United States get to assure that nations live up to their agreements. 

Mr. Perersen. On how to assure continuation, I suggest you do 
it in the first place through a declaration of congressional intent; that 
it is in the interest of the United States to engage in a program of 
economic assistance; that you authorize appropriations up to a certain 
limit; or perhaps go even further and create a corporation and appro- 
priate money to it to assure continuity. I think the main point is 
that the Government should determine on its policy as to whether it 
should be in this business or not. I think it should and that it is vitally 
in its interest. Heretofore, I think we have done economic assistance 
on a piecemeal basis. We have frequently rushed in impelled by crises. 

Mrs. Ketiy. You mean expediency ? 

Mr. Perersen. Yes. Take a vast country such as India. It has a 
stable government and a democratic government. It has a good eco- 
nomic plan. Its first 5-year plan was successful and they are now 
starting on another 5-year plan for the success of which external capital 
is absolutely essential. Is it to come from the United States Govern- 
ment, from private sources, or from the Soviets? In order for the 
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plan to succeed India must get a certain amount of foreign capital. 
India is a country that has a neutral policy. What we would hope to 
gain from helping India is that they would make economic progress 
and that, we believe, is to our advantage. 

Mrs. Kextuy. Let us assume there is a program under which we 
put X dollars in India. Then Russia just built a railroad and made 
much to-do about it, and the popular opinion in the United States 
is that that is not fair to us. 

Do you believe if we go ahead with the program, say with India 
and/or with Pakistan, or with any other nation, we should request 
that the controversial issue in their area should first be settled ? 

Mr. Prerersen. No. I think the fact you have given them economic 
assistance probably gives you a greater voice in diplomatic channels 
to influence them, but I do not think India would take any money from 
the United States under such circumstances. Nor do I believe a con- 
dition such as the Kashmir settlement would be a proper condition. 

Mrs. Keriy. Let us assume we did go ahead—and I am not saying 
this for political reasons—suppose we had gone ahead with the Aswan 
ie am just using this as an illustr: ation—and then the Suez sit- 
uation had come up, should we cut off at that point or continue ? 

Mr. Prrersen. I think in that particular case you would have to 
cut off aidinn because I think when a country you are assisting 
takes overt action that is inimical to our interests, you must protect 
yourself. 

Mrs. Ketiy. If we agree with a nation on a long-term program 
and they turn from their neutral and independent position to sup- 
port of the U.S.S. R., what should the United States do? 

Mr. Petersen. If it became a Communist satellite in midstream, I 
think you would cut off the aid. 

Mrs. Ketiy. Would that have to be written into the plan at the 
beginning, then? 

Mr. Petersen. I would think not. We do not anticipate that it is 
going to happen, but it may happen. Actually, these being aid pro- 
grams, there is not a mutuality of consideration as lawyers know it 
because consideration does not flow both w: ays. Certainly we should 
not be put in a position of using American resources against our best 
interests. We may unwittingly do so, but this is a risk we have to 
take. 

Mrs. Ketiy. You think we have to take that risk ? 

Mr. Petersen. That is my opinion. What kind of world do you 
want? ‘There are about 20 newly independent nations in the under- 
developed areas of Africa and Asia. You must look at the program 
long-term. The kind of world we live in is going to depend on the 
kind of development of this vast part of the world. How do you in- 
fluence this development? It is clear they need assistance. They 
cannot raise the living standards of their people and show economic 
progress without external help. You hope the help you give them will 
accelerate this progress so that their internal situation is improved and 
they can take their place in the family of nations and play a construc- 
tive part. The difficulty of selling this program is that it is hard to 
make its benefits to us tangible. So much will depend on tomorrow. 

Mrs. Ketry. This is a program of tomorrow, long-range ? 

Mr. Prrersen. Yes, but we need it today. "The reason I suggested 
we do it country by country and not wait until you get a broad pro- 





























FOREIGN POLICY AND MUTUAL SECURITY 55 


gram before going ahead with those programs that are definite now 
is that 5 or 10 years from now the same issues will be facing you. You 
do not solve these problems overnight. 

Mrs. Key. In other words, you think it should be a country-by- 
country program and not a regional program ? 

Mr. Prrersen. I would not rule out the use of the Colombo plan or 
some other plan. 

ESTIMATED COST OF THE PROGRAM 


Mrs. Ketiy. You could not make an estimate of how much would 
be needed ? 

Mr. Prrersen. We suggested $0.5 billion to $1.5 5 billion more than 
these countries are recelv ing now. Mr. Hoffman’s estimate was based 
on the MIT group’s rec ommend: ution, which is a much higher figure. 

It is clear that in the early stages of a program the amounts you need 
are not as large because you are planning the use of the money and not 
using it. As a counterbalancing thing, in the early stages public 
money is essential for roads, transportation, communication, power, the 
very things we in the U nitec 1 States have.and do not think much about, 
but until you have an economy that has these basic elements built in it, 
there is not too much basis for private capital to come in. 


DURATION OF THE PROGRAM 


Mrs. Ketxy. At what point do we cut this off? Take the Japanese 
problem. We go into the underdeveloped areas and build them up, 
then their products are in competition with ours. 

Mr. Perersen. Japan is, of course, not an underdeveloped country. 
It is highly developed and industrialized, and I have been talking about 
assistance only to underdeveloped areas. 

Mrs. Ketty. Yes; I know, but its industries had to be rebuilt. 

Mr. Perersen. Certainly our assistance to Japan has been related 
to our security interests. It has been very substantial and it continues 
to be. It is indirect, but there has been much aid to their economy 
through troop pay and otherwise. I think the Japanese now complain 
that the thing has been reversed. 

Japan’s problem is that it needs an outlet for its manufactured 
goods. The extent to which this country becomes an outlet is, of 
course, a controversial question. But certainly Japan needs an outlet 
in the underdeveloped areas. Japan can sell to these underdeveloped 
areas. Japan to me is an important bastion in our defense in the 
Far East. If she is not economically strong, how good an ally is she? 

Mrs. Ketiy. Thank you. 


CONGRESSIONAL PROBLEMS INVOLVED IN LONG-TERM COMMITMENTS 


Chairman Ricnuarps. I just wanted to say one thing right here, 
Mr. Petersen. I was very much interested in the colloquy on a long- 
range program and the commitments that could be made. 

The C Yongress realized that in order to make the program success- 
ful it had to be projected farther than on a year-to-year basis. Take, 
for instance, the Aswan Dam project. It was clear the United States 
was not going to commit itself to the Aswan Dam for $100 million 
for 10 years, but we did realize, and this committee wrote into the 
law language that should give assurance to the world that we realized 
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there had to be some long-range planning. We realize our respon- 
sibility. : 

You have spoken of contract authorizations. This committee 
wrote as an amendment last year a statement of policy. I will read 
it to you: 

The Congress of the United States, recognizing that the peace of the world 
and the security of the United States are endangered as long as international 
communism and the nations it controls continue, by threat of military action, 
use of economic pressure, internal subversion, or other means, to attempt to 
bring under their domination peoples now free and independent and continue 
to deny the rights of freedom and self-government to peoples and nations once 
free but now subject to such domination, declares it to be the policy of the 
United States to continue as long as such danger to the peace of the world and 
to the security of the United States persists to make available to free nations and 
peoples upon request assistance of such nature and in such amounts as the 
United States deems advisable compatible with its own stability, strength, and 
other obligations, and as may be needed and effectively used by such free 
nations and peoples to help them maintain their freedom. 


We thought we were giving some assurance by that declaration of 
policy that we were going to continue this program. But under our 
constitutional government we felt we could not make a further com- 
mitment. Of course, hostilities on the part of these nations toward 
the United States would vitiate any promises we might make. We 
are not morally obligated if that happens. 

What do you think of that middle-ground statement ? 

Mr. Prerersen. I think it is an excellent statement of your resolu- 
tion to have a continuous program, but I think everyone is aware, both 
in this country and abroad, of the kind of vagaries involved in getting 
annual appropriations. 

Chairman Ricuarps. That is right. That is the reason we did this. 
It is argued that when you authorize something it is considered a moral 
obligation to appropriate for it. You will note that we tied it in with 
our own financial stability and required that they request our help. 
Do you think that they should request assistance ? 

Mr. Perersen. Well, it is not hard to drum up customers. Pro- 
grams are developed in concert with the underdeveloped nations. 

Chairman Ricuarps. We have been doing things for India and they 
have denied that they asked for our help. They say they need what 
we are doing but are not willing to ask for it. 


ADMINISTRATION OF THE PROGRAM 


Mr. Perrersen. This problem of continuity is a difficult one, whether 
you do it through a corporation device as this Congress has done many 
times, or 

Mr. Smirx. Will you yield? 

Chairman Ricwarps. Yes. 

Mr. Smrrn. Is it not an administrative problem as to what you are 
going to do about handling it on a continuous basis? It seems to 
me you get to the point of whether there should be an administrative 
agency to handle it after the Congress has established the broad policy 
of the program. We recognize certain inherent administrative de- 
fects and I do not think we have solved the problem. 

Mr. Perersen. I agree you in the Congress do not want to remove 
yourself from control and ability to review these programs. These 
programs should be brought to you and sold to you and you should 
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determine the broad policy within which the administrator can 
operate. 

Chairman Ricuarps. Should not the administration have an agency 
that writes the formula under which these things shall be done for 
foreign countries ? 

Mr. Perersen. Maybe this will come out of the Fairless Committee ? 

Chairman Ricuarps. The Fairless Committee? 

Mr. Smirn. Yes. The President has established that Committee. 

Chairman Ricuarps. All they can do is propose to the executive 
department. Maybe we will want to do something about it in this 
committee. 

Mr. Perersen. I thought you were suggesting a deficiency on the 
part of the executive department in making proposals. 

Chairman Ricuarps. Mr. Merrow. 


PUBLIC SUPPORT FOR THE FOREIGN-AID PROGRAM 


Mr. Merrow. Mr. Chairman, that was a very interesting statement. 

I think I agree with the long-range objectives you have set forth, 
but it will be very difficult to get the Congress, unless the complexion 
of the next one is different from the last one, to commit itself to a 
program of one-half billion or 1 billion a year or 12 billion over 
several years, as Mr. Hoffman suggested, where the internal stability 
of these nations plus keeping them | externally independent is of value 
to the United States. 

The problem arises how to convince the people specifically of the 
importance of such a program to the welfare and security of the 
people of the United States. Every time foreign aid of any kind, 
economic or military, comes up, the question arises, “It is always said 
if you do not do thus and so communism will spread.” 

The question arises, How can we show that we will be in trouble? 
Suppose we do nothing about this problem ? 

Mr. Prerersen. Of course, we never do nothing, because Guatemalan 
situations arise, Egyptian situations arise. Then we rush in. Maybe 
the use of military force is threatened. Then we try to make repairs 
and readjust the situation. Perhaps if we had a constructive long- 
range program fewer of these crises would occur. 

The difficulty is that you can never prove this. For a long time I 
took shots for hay fever. Well, I didn’t have hay fever when I took 
shots. But how do I know I wouldn’t have it if I stopped taking the 
shots? 

There is something of the same difficulty here. How can you prove 
that certain crises will not occur if you have an assistance program ? 

Certainly if the crises become “brush fires” and involve military 
action, the cost of the programs of the magnitude discussed here would 
be relatively small. Nor is it large in relation to the size of our econ- 
omy. One billion dollars is a large sum but a small percentage of 
our gross national product. Military expenditures are roughly $35 
billion a year. Against this amount the programs we have discussed 
are not large. 

Some people are motivated by fear of the Russians. I think we 
are overusing this, but some people respond best to the threat of com- 
munism as a justification for an economic assistance program. 
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Some people are motivated strongest by humanitarian considera- 
tions. In the underdeveloped world you are dealing with people with 
desperately low standards of living. This country has a great human- 
itarian tradition abroad through its missionaries, through medical 
work abroad. 

Other people are best motivated by our own economic interests, in 
expanding world trade which inevitably will help this country in the 
expansion of its economy. 

Then there is the perhaps less tangible argument which I suggested. 
The people of the underdeveloped areas will determine in the future 
the kind of world we live in. The only way we can influence them in 
the development of their social, political and economic institutions is 
through economic assistance. 

It may be difficult to sell but since people are differently motivated 
you sell it on all these bases. I don’t think you sell it by hiding it under 
the table as a military measure. 

Mr. Merrow. I agree. The difficult part of this is to sell it. We 
passed a $34 billion defense bill without a dissenting vote. 

When you come to the matter of foreign aid of around # billion, 
then there is a tremendous outcry, and it is a very difficult task to con- 
vince people that that is part of the national security program, and 
they will ask you why you don’t cut out this foreign aid and reduce our 
taxes or balance the budget. 

This program, in its broad perspectives, is excellent, and, I think. 
necessary; but I don’t know how you will sell it specifically. 

Can you take X nation and say “If we don’t do thus and so, using 
the argument that the Russians will move in, put in their capital, that 
there will be another nation lost to the free world, or if we don’t do 
thus and so in X nation it will hurt our economy”; can we demon- 
strate the problem in that way ? 

Mr. Petersen. In most cases you cannot. 

Mr. Merrow. That is what I am afraid of, and I think it will be 
difficult to sell. I believe that this is the heart of the problem. We 
are in an economic contest and somehow we have to develop policy. 
We have to sell the policy and get the people behind it. 

Mr. Perersen. I don’t underestimate that difficulty at all. It is a 
very grave one. 

Mr. Merrow. It is very serious. I am having a difficult time selling 
this program to the people in New Hampshire at this time. I don’t 
know whether you can sell them at some time later. I assume it is the 
same in other areas. Something has to be done about it. 

Thatisall,Mr.Chairman. | 

Chairman Ricwarps. Mr. Zablocki? 

Mr. Zaxniocxt. No questions, Mr. Chairman. 

Chairman RicHarps. Mr. Smith? 


SEPARATION OF MILITARY AND ECONOMIC AID PROGRAMS 


Mr. Smirn. I have many questions, Mr. Petersen. I will not im- 
pose myself, however. 

The mutual security law is a three-phase operation. 

Mr. Perersen. Yes. 

Mr. Smirn. With the military, economic, and so-called point 4 
technical assistance ? 

Mr. Perersen. Yes, sir. 
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Mr. Smrru. Do you think it would be advisable to separate the seg- 
ments of that program in the interest of doing the very thing that Mr. 
Merrow has been talking about, namely, to sell the public each phase 
of it than to wrap it up in one package and say “Here it is” ? 

I wonder if you have given any thought to the idea I have expressed, 
namely, the desirability, perhaps, of separating them? 

Your presentation, Mr. Hoffman’s presentation, I think all of the 
presentations today hav e been stressing the economic. 

Mr. Perersen. That is right. 

Mr. Smirn. That is not this program alone, you see. I am just 
wondering how we can make it much more effective, or if we can make 
it much more effective by separating them as has been suggested ? 

Mr. Perersen. I would separate them. I would not separate the 
technical assistance program from the economic assistance. I think 
they go hand in hand. The technical assistance program has been 
prett; y generally accepted both by the Congress and the American pub- 
lic. It is certainly an important part of any form of economic assist- 
ance, because all of these countries lack skills, managerial talents. 
Unless there is development along those lines you will not be able to 
put your moneys to use effectively. 

You will have to cut the economic assistance in the present program 
somewhat down the middle or somewhere, because a good deal of it is 
defense support, and it is a question of whether it is supportable on the 
basis of economic assistance. 

A lot of it is Korea, a lot Formosa. Sure, it is economic assistance. 
I would like to have it isolated out so you can identify an economic 
development program as such. 

Mr. Sairu. That is right. Let us take it out from under the table, 
then. It is under the table right now. 

Mr. Perersen. There has not been too much effort to sell a program 
of economic development. It always has been hidden, in my judgment, 
and diffused with either crises, threats of the Russians, or something 
ancillary to military aid. Right from the outset, right from the ini- 
tial programs in Greece and Turkey, this has been the case. Its justi- 
fication has been said to be largely military. 

One of the questions your committee posed was: Are we going to be 
dealing more and more in the future with countries which are inde- 
pendent and who do not look to us for leadership and are not our 
allies? The answer is “Yes.” It is that vast part of this world I am 

talking about. It is not committed to the West or to the East. They 
are tryi ing to make an independent go of it. 

Most of them are of little or no military value, so you cannot sell the 
program on that basis. 

Mr. Smirn. You can sell the American public on the idea that if 
our authorities say we must appropriate for military purposes around 
the world, I think they will support that by and large. It has been 
pointed out that we passed a $35 billion military. appropriation bill 
without a dissenting vote, so they will go along with that. The only 
question is in these other two areas. : 

Mr. Prerersen. I said in my statement that the principal concern 
was national security. I think that is our prince ipal interest. It is not 
national security in terms of winning allies but in terms of trying to 
promote a more stable world with more thriving independent govern- 
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ments. It is not guns, but helping people to stand on their own two 
feet. 
ACHIEVEMENTS OF TECHNICAL ASSISTANCE PROGRAM 


Mr. Smirn. I am greatly interested in this technical assistance, 
and that is a long-range operation. An effort was made to set up, 
or to give consideration to the setting up of, an independent agency 
which would insure continuity and all the things that go with it. 

I take it that we are attempting in this program, or in these pro- 
grams, to get down to grassroots; are we not! 

Mr. Petersen. Yes, sir. 

Mr. Smirn. Do you think we have succeeded in that respect with 
our program to date? 

Mr. Petersen. Sir, I am not expert but I have talked with a lot 
of people who have taken firsthand looks at technical assistance, and 
I give it high marks. A good deal is done eaten multilateral 
agencies. Some of it is done through the United Nations. Some 
of the stories about what some Americans have done are really 
exciting, helping people, but at the same time showing them in a 
grassroots way what we have here in America. 

Mr. Smrrn. Of course, we have considered and approached it on 
the theory that it should be a crash program, and the program in 
India or any other place in the world so far as point 4 is concerned 
will be long-range. 

Mr. Perersen. That is right. 

Mr. Sairn. We had that very interesting story which appeared 
in the Saturday Evening Post of the Quaker farm family that went 

to India and he said he was dealing with a 10th century mind, and 
it would take years and years to get over the ideas that we were trying 
to inculcate in the minds of those people. ; 

Mr. Perersen. I agree, sir. It is a long-range program. These 
problems are not cured overnight. 

I was in Mexico recently, a pretty well-developed country, and yet 
you go 5 miles outside Mexico City, a wonderful modern city, and 
they are living as they did in the time of Cortez. That condition 
exists in many parts of the world. 

Chairman Ricuarps. Mr. Zablocki? 

Mr. Zasiocki. No questions. 

Mr. Cuatnam. I have enjoyed your testimony, Mr. Petersen 
think it was excellent. 

I was very interested in Mr. McCloy’s statement and Mr. Hoffman's 
statement. I agree with Mr. McCloy’s statement of this morning. 

Mr. Perersen. I did, sir. I took notes. My points of difference 
were really quite small. 

I did think I would not go as far as he did in favoring the multi- 
lateral use of these funds. 

Mr. Cuatuam. You went further than he in that he said a half-bil- 
lion a year. 

Mr. Prrersen. In CED we tried to gage magnitude and came up 
with a half-billion toa billion and a half. The very figures show this 
is a rough estimate. 
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TRADE WITH JAPAN AND MAINLAND OF CHINA 


Mr. CuatnHam. You were talking about Japan. I always have con- 
sidered that the mainland of China was the great normal market for 
Japan. I think on account of our doings that market is not free to 
them yet but they seem to be edging in. 

You said if that trade were developed it would have settled our 
textile problem had that been open to them? 

Mr. Petersen. That is right. 

Mr. CuatHam. Do you agree ? 

Mr. Perersen. There are other areas as well. 

Mr. Cuatuam. Yes, and probably into India. 

Mr. Perersen. That is right—India. 

Mr. CuarHam. You would be in favor of that? 

Mr. Perersen. Not only in favor of it. It seems to me it must come 
unless you are to have a tremendous crisis in Japan. 

Mr. Cuaruam. I think it is inevitable that we trade with China ex- 
cept in articles of extreme importance to the military. But we have 
certain products they need and they have certain products we need. I 
think we will have to get to it. 

Mr. Petersen. Yes, sir; we have products. 

Chairmi an Ricwarps. Is there not a possibility that if we let Japan 
be taken over by the Communists, we will never get a chance to trade 
with China, that they will trade with each other? That is one of the 
reasons we have to do some trading with Japan ourselves; is that 
right? 

Mr. Prerersen. Yes, we have to trade with Japan. You mentioned 
at luncheon the objections of the textile manufacturers in your district, 
but Japanese imports are not great in relation to our total production. 
We also export a lot of textiles ourselves. We export vast amounts of 
cotton. 

Mr. CuatHam. We have to export about 40 percent of our bright leaf 
tobacco—the cigarette and smoking types. 

Mr. Perersen. That is right. 

Mr. CuatHam. An industrial revolution has come, but we have to 
trade, aside from the underdeveloped areas. Everybody wants Amer- 
ican products if they can get the dollars. The ‘whole thing comes 
down to trying to break down trade barriers not at the expense of the 
textile industry because we have a good settlement at the present time. 

The President signed an order the other day that if woolen imports 
exceeded 5 percent of our production, and it has been as high as 10, we 
would cut it off at 5 percent. In cotton it has hit hard on items like 
velveteens and corduroys. 

Thank you for your testimony. 

Chairman Ricnarps. Mr. Carnahan? 

Mr. Carnanan. I appreciate your statement, Mr. Petersen. 


PROBLEMS OF LONG-RANGE PLANNING 


What do you consider a long-range policy—5 years, 10, years, 50 
years ¢ 
Mr. Petersen. Most of the economic development in these countries 
is back where we were 150 years ago. They are also developing their 
social and political institutions. They want to speed up the process 
84313—56——11 
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and they want to jump from the 18th and 19th centuries into the 20th 
century overnight. This causes problems. Their aspirations look to 
be much beyond their ability to perform. 

In Congress you have to view the situation in terms of relatively 
short time, maybe 5 years. But I think you have to think of its con- 
sequences and influences. What kinds of political institutions, eco- 
nomic and social institutions, will we have in the world? You have 
to think of it over a longer period than 5 years because 5 years quickly 
goes by. 

Mr. Carnanan. Dealing with individual countries, do you feel that 
perhaps dealing witha country in 5-year periods would be a wise thing 
to do? 

Mr. Perersen. Certainly long enough. 


DESIGNATION OF UNDERDEVELOPED COUNTRIES 


Mr. CarnaHan. When you speak of aid to the underdeveloped coun- 
tries, just what do you have in mind? What are the underdeveloped 
countries ¢ 

Mr. Perersen. I would include in that definition all of Latin Amer- 
ica, all of Africa except the southern part, the Middle East, and the 
whole southeastern Asia, really up to and including the Philippines 
and Korea, but not including Japan, and not including countries be- 
hind the Iron Curtain. You can argue as to which countries ought to 
be in or out. 

Mr. CarRNnAHAN. Would we designate them by areas, or should there 
be a definite list of the underdeveloped countries / 


DIVERSE PROBLEMS OF UNDERDEVELOPED COUNTRIES 


Mr. Perersen. Certainly their problems are very diverse. In Latin 
American countries you have lack of people and too much land. In 
southeast Asia you have tremendous overpopulation. It is very hard 
to generalize, but, certainly, programs have to be of a different nature, 
depending on the state of dev elopment of the country and its particular 
problem. 

Take Venezuela, for example. It is a pretty far advanced country 
in economic development, largely due to the fact they have oil. 

Mr. CarnaHan. How about Saudi Arabia? 

Mr. Perersen. It has resources and large income, but not much 
trickles down to the people. It would not be on the list for much in 
the way of assistance fee revenues there are great. 


AGRICULTURAL SURPLUSES 


Mr. Carnauan. I believe you stated agricultural surpluses could 
furnish capital. In what sense could agricultural surpluses furnish 
capital 4 

Mr. Perersen. By permitting the country to divert its own moneys, 
if it is a country which must import food, divert its money from 
spending for food to spending on capital improvements. 

Mr. Carnauan. Would you recommend the counterpart-fund idea 
in connection with the use of agricultural surpluses ? 

Mr. Perersen. Yes; but I must admit I am not technically compe- 
tent to give much of an opinion on that. 
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PUBLIC SUPPORT FOR THE FOREIGN-AID PROGRAM 


Mr. Carnanan. We talk a lot about selling a new plan. Was there 
much done to sell the Marshall plan before it was initiated ¢ 

Mr. Perersen. I think there was a great deal done. There was vast 
marshaling of public opinion with a well-organized program, a big 
citizens committee. It had a long buildup, starting with General 
Marshall’s speech at Harvard. 

Mr. Carnanan. How longabuildup? Was ita year? 

Mr. Perersen. I don’t know. I think you can trace the program 
back to Dean Acheson’s speech at Cleveland, Miss. It would not be 
more than a year; no, sir. 

Mr. Carnanuan. Are not the same types of seeds being planted now 
for some new type of foreign-aid program ¢ 

Mr. Perersen. I hope they are, sir. 

Mr. CarNnaAHAN. What do you think would be the reaction if Con- 
gress came up with a long-range program permitting the necessary 
funds to the underdeveloped countries to the amount they could effec- 
tively use? What do you think would be the reaction ? 

Mr. Perersen. Today / 

Mr. CarnaHAn. Yes. 

Mr. Perersen. I have no doubt that in many places it would be 
unpopular. I don’t think public opinion has gone nearly as far as 
it should in support of this program. I think this is a problem Mem- 
bers of Congress face. 

Mr. Carnauan. Is it the problem of Congress to sell the idea? 

Mr. Petersen. No: it is the problem of the leadership group of this 
country—in the Congress, executive branch, in industry. It is a gen- 
eral problem. 

Mr. Carnanan. What would be the reaction of industry if Congress 
came up with such a program ? 

Mr. Perersen. Maybe I shouldn’t have answered your first ques- 
tion, because you now lead me into the second one. The CED is a 
group of 150 businessmen. I think you would get their votes. I don’t 
think I can answer beyond that. 

I think the business community, when the program is properly ex- 
plained, is somewhat more sophisticated in matters of appreciating the 
necessity for capital to increase productivity, to raise standards of 
living, and of the difficulty in generating savings and the ability to 
produce capital out of these subsistence-level economies. These proc- 
esses, however, are not generally understood, and that poses the 
problem. 


SEPARATION OF MILITARY AND ECONOMIC ASSISTANCE PROGRAMS 


Mr. Carnanan. You do feel breaking the program down into its 
component parts would make it much more palatable than it has been 
in the past 2 or 3 years? 

Mr. Perersen. Certainly it makes it subject to more orderly and 
convincing presentations to the public as to the need of it, because 
the different segments stand on different bottoms. 

Mr. CarnaHan. You do not feel, then, that coming up with a purely 
technical assistance program, for instance, not tied in with the mili- 
tary, would mean we would not get a technical-assistance program? 





64 FOREIGN POLICY AND MUTUAL SECURITY 


Mr. Perersen. I said I would couple the technical assistance with 
the economic assistance, because they go hand in hand. Technical 
assistance also lends certain amount of help to the other. It has been 
well received. 

Mr. Cuatnam. Would you agree, as has been discussed by certain 
members, that the military assistance program should be put in the 
Department of Defense and taken away from this other foreign aid ? 

Mr. Perrersen. They administer it in practical effect. 

Mr. Cuatuam. We voted unanimously for $35 billion for defense, 
and it certainly seems to me it should go in the military program for 
that reason. Then the development program, in my opinion, would 
come much easier. 

Chairman Ricwarps. I think so. 

Mr. Cuaruam. And could be better explained. 

The agricultural people of this country who have products to be 
exported | are in favor of this program, I think. I think the heads 
of the farm bureaus are definitely aware that we must have such a 
program. 

Mr. Smirn. In that connection, when we recall that 50 percent 
or more of our last bill was for those purposes 

Mr. Cuatuam. That is right, sir. 

Chairman Ricuarps. I want to follow that up just a minute. 

Mr. Carnahan and Mr. Chatham brought up the matter of separat- 
ing the military and economic assistance. Every military authority 
that we have had, from Admiral Radford right on down, has testi- 
fied before this committee that the military part of this program is 
part of our overall defense. Most of them testified that they got more 
per dollar in the overall defense in this program than they did from 
direct appropriations to our own forces because of the cost of main- 
taining our own forces overseas. 

From what you said, Mr. Petersen, I am sure that you are convinced 
that there has to be an economic program and tec -hnical assistance. 
Maybe some differences should arise as to how the technical assistance 
program should be related to the economic program. 

What disadvantage would it be to the United States, and how much 
easier would it be to pass the Congress, to put military aid in the De- 
fense Department appropriation? That is the biggest part of the for- 
eign-aid money ¢ 

Mr. Perersen. About two-thirds of it, I would say. 

Chairman Ricuarps. As a practical proposition I believe that. most 
people will not see any merit in continuing to tie together military 
and economic assistance. The people abroad, when you give them 
economic assist ince, are inclined to say “This is part of your military 
program.” And they say “You are doing this for the defense of the 
United States.” We don’t get any credit for understanding the situa- 
tion of many of these people. 

You are a former Assistant Secretary of War. Do you not think it 
would be wise to segregate the authorization for the milits ary part of 
this program and have. it submitted to the Armed Services Committee 
and have the program operated in close coordination with the State 
Department on policy matters? 

Mr. Perersen. The justification is military. It seems to me it ought 
to be separate and distinct and justified separately and distinctly. 
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Chairman Riciarps. I disagree with Mr. Carnahan that you would 
never pass a program without the military being in it. 

Mr. Carnanan. I did not mean to imply that. I wanted the think- 
ing of the witness. 

Chairman Ricwarps. I misunderstood you. The point I want to 
make is that if you had a $3 billion program only $1 billion may be for 
economic aid. "That does not look so big to the American people and 
you would accomplish seo same purpose. 

In other words, we are appropriating through the Armed Services 
Committee hundreds of millions of dollars for United States bases 
abroad in countries whose stability depends upon our economic sup- 
port. Yet the bases are financed in the defense appropriation and the 
economic aid to these countries is called foreign aid. 

My good friend, Carl Vinson, chairman of the Armed Services Com- 
mittee, does not want the military-aid program. He is reluctant to 

take on a program which is difficult to get through the House. He 

wants somebody else to carry the albatross. For the good of the pro- 
eram and to further complete understanding by the American people, 
I am glad to hear you say that you believe that this should be done. 

Mr. Perersen. I do, sir. 

Chairman Ricnarps. Any other questions? 


EXPANDING WORLD TRADE 


Mr. Merrow. May I say just one thing more. Do you believe that 
with the development of these underdeveloped countries that it will 
increase markets for the United States and that will he ‘Ip our economy 
in that respect ? 

Mr. Perersen. I do,sir. I think the whole history of industrializa- 
tion of countries is that as they get further along in development they 
become larger traders and that benefits any trading nation and we 
are a trading nation. 

Mr. Merrow. Do you think—this is for the purpose of trying to sell 
the program—that with research enough done on that phi ise of the 
problem that it could be demonstrated that by the development of 
these countries we would sell certain goods and benefit ourselves in 
that respect and we would not build up industries that would compete, 
such as the textile industry and so on’ A case could be built on that 
basis, eo it not? 

Mr. Prerersen. It is very difficult, the reason being that our foreign 
trade is such a small part of our total economy. Therefore, even a 
dramatic increase in our foreign trade does not have a great effect 
in raising the level of our gross national production. You take a 
trading nation like the United Kingdom or Japan or Western Ger- 
many, where it is a large part of the : activity of their economy, in the 
re: alms of 25 to 50 percent obviously it means more to them. ——— 
in our economy our foreign trade is only 3 or 4 percent of our gros 
national product—even a very dramatic increase, although it might 
be big in absolute terms and it would not be large in relative terms. 

Though we would get a benefit because we are a tr: nin nation, 
it is not as important that we get these increases and new markets 
as it is for our principal allies who have to trade to live. 

Another way of saying it is it is not relatively as important to us 
and therefore for us it is more of a long-range prospect. I personal- 
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ly believe over a long range the whole dynamism of the American 
economy will be promoted by becoming more and more of a world 
trader. But today, though we are the biggest world trader, relative 
to the size of our economy, it is not great. That is the problem in 
proving your proposition. 

Mr. Merrow. That isthe problem in proving it. We have to demon- 
strate it will not hurt us economically or otherwise we cannot sell the 
program. I thought if you could tie it to helping the economy of the 
United, States, tie it to stability and keeping peace in the world and 
tie it to checking communism, we would have sound ground on which 
to get acceptance of the program. 

Mr. Perersen. I do not think there are any negative economic as- 
pects. I think you could demonstrate that. I think in the main as 
these countries develop they become better customers for our goods 
and this helps us. Furthermore, as their living standards increase, 
they will not enjoy as great a labor cost differential in competing with 
our products on world markets. 

Chairman Ricuarps. Thank you very much, Mr. Petersen. We 
are very much indebted to you for taking the time to come down here 


and help us out. 
> 


Mr. Perersen. I enjoyed it. 

Chairman Ricwarps. Your discussion helped us a lot. 

(Whereupon, at 4:40 p. m., Tuesday, October 9, 1956, the hearing 
was recessed to reconvene at 10 a. m., Wednesd ay, October 10, 1956.) 
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WEDNESDAY, OCTOBER 10, 1956 


House or REPRESENTATIVES, 
CoMMITIEE ON Foreign AFratrrs, 
Washington, D.C. 

The committee met at 10 a. m., in room G-8, United States Capitol, 
Hon. James P. Richards (chairman) presiding. 

Chairman Ricnarps. The committee will come to order, please. 

Gentlemen, we will continue hearings on the mutual-security pro- 
gram and foreign aid as related to our foreign policy. We are 
privileged to have with us this morning three very distinguished 
gentlemen, Dr. Mosely, Dr. Bergson, and Dr. Inkeles. I believe Dr. 
Turkevich will be here later. "These three witnesses say they can 
be with us this morning and this afternoon so I hope you will feel 
free to take what time you may need in asking questions. 

I am sure these gentlemen have been infor med they have been re- 
quested to come here as e xperts in their fields as a result of the resolu- 
tion that was passed by this committee in June. This resolution pro- 
vides: 

Resolved, That the Committee on Foreign Affairs of the House of Representa- 
tives shall examine and reappraise, under the direction of the chairman, the ob- 
jectives, methods, and results of the foreign policies and programs of the United 
States involved in the Mutual Security Act and related legislation— 
and so forth. 

It is understood by the committee and the staff that we could not 
make a proper reevaluation of what should be done in the foreign 
policy field without considering the significance of recent develop- 
ments in the Soviet Union. The witnesses today will testify on that 
phase of this subject. 

Our first witness is Dr. Philip Mosely. 

I welcome you here and want to express our appreciation for your 
coming. 
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STATEMENT OF DR. PHILIP E. MOSELY, DIRECTOR OF STUDIES, 
COUNCIL ON FOREIGN RELATIONS 


(Consultant to Rockefeller Foundation, 1946. Director, Research 
Program on the U.S. 8S. R., 1951. Formerly Professor at Columbia 
University and Director Russian Institute; Adviser to United 
States Delegation to Moscow Conference, 1943; Political Adviser to 
United States Delegation, European Advisory Commission, Lon- 
don, 1944-45; Council of Foreign Ministers, London, Paris, 1945- 
46; United States Representative, Commission for Investigation of 
Yugoslav-Italian Boundary, 1946; Department of State, 1942-46) 


Dr. Mosety. Thank you very much for this opportunity, Mr. Chair- 
man and gentlemen, to comment on some of the current trends and 
prospects in Soviet foreign policy. 

Since we are living in a bipolar world in which there are now only 
two great powers capable of initiating and carrying through their 
own policies without having to adjust in very material ways to third 
powers, we have a special responsibility to examine the Soviet power 
the Soviet outlook on the worl l, and the ] yrospects of how they ritend 
to use that power. 


RECENT SIGNIFICANT CHANGES IN THE SOVIET UNION 


I would like to mention briefly some of the internal changes in 
Russia and how they seem to me to affect the outlook of Soviet aims 
and then turn to an analysis of their strategic outlook, both military 


and political, and then to throw out just a few very modest sugges- 
tions of things I think we might do. 

3efore I do that. however, I want to say I am appearing in my 
personal capacity and not as ‘are presentative of the Council on For- 
eign Relations. Because the council is a research institution with a 
wide membership of many views, I cannot speak for the council as a 
whole. 

In the three and a half years since Stalin’s death or assassination— 
it will probably be a long time before we know which it was—the new 
leadership has made a number of significant changes designed to 
remove some of the irritants in Soviet life. For example, this sum- 
mer while I was in Moscow on my first visit since 1943—I might add 
parenthetically this is the first year people have been able to go with- 
out any questions asked, just apply for a visa and go, so naturally I 
went, since I could not have gone in earlier years, in years since the 
war—this summer the Soviet Government put through a new pension 
plan which substantially improves the value of the retirement system 
for the urban population. This was very popular. I talked with one 
elderly lady of 76 who said she could now retire and live on her 
pension, whereas up to now she would have starved to death on her 
se 

The Saturday workday, the sixth day of work, has been shortened 
by 2 hours. Many individual Soviet people commented to me about 
this very favor ably. When they asked me what the Saturday work- 
day is in the United States, they were amazed to find we have a normal 
5-day 40-hour workweek for most lines of work. No one had ever 
told them this. 
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There is a general feeling that the secret police is less active. There 
is not so much simply taking people away, and people feel a little 
more secure in their personal lives and professions than they did in 
the postwar years and in the 1930's. This does not mean that the 
secret police is less powerful potentially or the people are less afraid 
of it as a controlling factor. It means it is less active at this time. 
As Soviet people said to me, they are not taking people away now, 
but the “eye” is still watching. In other words, people over 55 in 
particular felt that the system ‘could reinstate terror at any time, and 
they were being very, very cautious. Some people said yes, this is 
a time when the Government wants people to stick their necks out, 
and then when they have the next tightening up they will have it on 
the record, and off they go to Siberia. 

The people in their twenties, for whom this is the first period of 
relaxation, take it much more seriously and feel it will move more and 
more toward freedom of opinion, at least freedom of discussion, within 
the broad limits of the regime. I want to come back to that point in 
a minute, because that is very important. 

In other words, under the new leadership, all the instruments of 
power—the Communist Party with its monopoly of power, the army, 
secret. police, the tremendous bureaucracy—are all there, all func- 
tioning, and the regime is trying to make it function better by remov- 
ing some of the irritants and thus increasing the size of the carrot and 
diminishing a little bit the size of the stick. There has been no 
fundamental change in the political system or in the ideology or ? 
the assumption that the one party, with its self-appointed and self 
perpetuating leadership, has the right to rule, and by “rule” they 
mean tell people what to think as well as what to do. 

One question which has attracted a great deal of attention in the 
past 3 years is whether this leadership, deprived of Stalin as an all- 
powerful leader, will have the same degree of unity or whether there 
will be fights among them which may lead to a weakening of the 
system. 

Of course, there have been changes of personnel. Beria was exe- 
cuted together with some of his close collaborators. Malenkoy was 
demoted, but is still near the center of power. Molotov seems to have 
less influence than before. These changes can go on and still the 
basic instruments of power remain the same. The party presidium 
makes the final decisions, and they are carried out by the party ap- 
paratus, military apparatus, state apparatus, and economic : Appar: tus. 

I want to state my own view that this system is capable of absorbing 
a good many changes of policy and a good many changes of personnel 
without being basic ‘ally weakened. It would be weakened only if the 
top party leadership appealed to one or another element of power for 
support against others; in other words, if the top party leader ship 
or a part of it appealed to the army against the party machine or 
appealed to the party machine against the state apparatus. 

This concept that there are separate instruments of power—and 
sometimes our press identifies those with individuals—is in my opinion 
not a sound way to approach the study of the Soviet system. The 
party presidium and the party controls permeate all instruments of 
power. The party central authorities either appoint directly or re- 
view and approve the appointments of all executives in the various 
types of work under the regime from a medium level up. As we 
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understand it, the appointment of a colonel in the army, for example, 
is approved by the party committee in Moscow, and similar ly, appoint- 
ment of important managers of factories, of heads of research insti- 
tutes, of rectors of universities—the whole range of appointment— 
are controlled by the party presidium. 

The role of the party has, in my opinion, actually been strengthened 
since Stalin’s death. Stalin tended to use the secret police against 
top party figures from time to time. He tended to play one instru- 
ment off against the other. Today the secret police seems to operate 
in a more subordinate capacity subject to the the top party leadership 
as a whole and the role of the party itself has been strengthened by 
a variety of reforms, by urging of the top leadership that the mem- 
bers of the party take more responsibility, and this seems designed 
to increase the sense of responsibility and develop initiative t through- 
out the system and not to suggest a split among these di ferent 
instruments of power. 

We have to think of this as a monolithic party system permeating 
and using these other instruments of power rather than a more loosely 
organized system in which one part of it can struggle : against the other 
effectively. 

I am going to leave to Professor Bergson, naturally, as our leading 
expert in this country on the Soviet economy, the question of the 
economic situation. I only want to mention my impression this sum- 
mer, returning for the first time since 1943 when I went to Moscow 
with Mr. Hull, to the Moscow Conference. It is that there is a vigor 
in the system, there is a slow improvement in a very low standard of 
living—low from our point of view, not from that of the peoples of 
the Near East and Asia and Africa—there is a slow improvement 
which gives people more energy, more ambition, more incentive to 
work hard. 

Mr. Gorpon. Mr. Chairman, may I ask a question before you go 
to another field? Have the Moscow police relaxed somewhat on the 
punishment for offenses? Did you notice anything on that or are 
they just as vehement in punishment as before / 

Dr. Moseiy. Under the Soviet system there are two kinds of police. 
There is what might be called the regular police who take care of the 
normal things as any police would do, and then there is the political 
police usually called the secret police though it is not so secret but 
it has secret agents. The secret police appears to have been cut 
down somewhat in numbers, to be interfering less actively, but it is 
still there, still gathering information, it still has w idespread powers 
of arrest and investigation without benefit of counsel. 

One of the main “changes that is now taking place is to separate 
the functions of investigation, prosecution, trial, and judgment. 
Previously, for all political crimes—and anything could be political 
if the Government said it w as—people could be arrested, investigated, 
tried in their own absence and without counsel, without even knowing 
what the charges were, and sentenced, all by the secret police. Today 
they are working toward and developing a system by which the 
secret police will investigate and arrest and can hold without trial 
indefinitely, as a matter of fact, and do not need to provide access to 
counsel or any contact with the outside world outside the prison; 
but there is a separate court which hears the case, and the prosecution, 
the state’s attorney, is also a separate element. 
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This would look to us like a separation of these functions. Actually, 
all three of them are exercised for the Communist Party and there- 
fore there is a unity of direction in them. There is not a real separa- 
tion, not a real independence of judges or states’ attorneys. 

But even this very limited separation of the functions of searching 
out and punishing crime is a considerable improvement in the Soviet 
system. It does not mean they are going over to democracy. <A well- 
run autocracy would also want a we ell-run system of judgment for its 
own benefit as well as that of its subjects. We can say in a way the 
Soviet system in making these changes over the past 2 years is moving 
toward the system that it is better “for the state and ruler to have a 
more efficient system of justice. 

As far as ordinary police are concerned, there was no opportunity 
to study any particular change. It seems to go on about the same. 
The political police, who are a separate body, are less active today. 

Mr. Gorvon. Thank you. 

Dr. Mosety. I can give you an illustration to show they are still 
very alert. While I was in Moscow, two American tourists visiting 
the Soviet Union for the first time, not knowing Russian, came out 
of the theater in the evening and lost their way. They passed a door- 
way, wide open and lighted inside, and went in to find somebody to 
get them back to their hotel. Through the use of French, because 
the younger of the 2 knew French, they carried on a conversation for 
about 2 hours. I don’t know what they talked about but I am sure 
it was fairly harmless, things about how much do you earn, how do 
you get to the university, how m: uny rooms do you have in your apart- 
ment—those things that Russians are nor mally interested in asking. 

When this was over and they were guided back to the hotel, their 
new Russian friends urged them to come back the next evening for a 
longer talk. They went to the state tourist agency, the only one, 
Intourist, and said they had had this interesting talk and wanted 
to go back the next evening and would Intourist provide them with 
interpretors to save time and make it more efficient? Intourist said 
“Vas,?? 

The next evening they went back to this dormitory for people who 
had not vet secured apartments. When they came to the door, there 
were three rugged characters in leather jackets who would not let 
them enter. The people they had been talking to the evening before 
went in and out without looking in their direction or recognizing 
them. 

That suggests there are pretty tight limits within which the regime 
continues to supervise its people ‘and to (liscourage genuinely free 
personal contacts with foreigners. 


Mr. Gorpon. Thank you, “Mr. Mosely. 
SHIFTS IN SOVIET FOREIGN POLICY 


Dr. Mose.y. I want to turn now to some of the questions of Soviet 
foreign policy. It seems to me the Soviet leadership in the past 3 
vears has caught up with the atomic age and the age of airpower. 
During the years immediately after the war Stalin seemed ‘nterested 
primar rily i in pushing forward into adjoining areas. He wanted us to 
get out of Germany and give him the whole of Germany and the whole 
of Europe. He hoped ‘to take over Finland by combined pressure 
of the naval base he held in Finland and hrodeh economic pressure. 
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He éxerted pressure against Turkey to turn over one-fourth of its 
territory together with the most strategic part of their country, 
Istanbul, together with bases. 

Through the Balkan and Greek Communists he was trying to take 
over Greece. He had strong hopes of taking over Italy and France, 
where there are large Communist Parties, through the disruption fol 
lowing the war and the great discouragement of the people. He ex- 
erted pressure on Iran in 1946 and tried to hold on to a major part of 
Tran. 

The attempt to take over West Berlin by the blockade was a similar 
example of pressure by a powerful land power against adjoining 
areas, and of course the attempt to seize South Korea was the opm 
blunder that Stalin made in this respect, in his miscalculation of forces 
beyond his knowledge and beyond his own geographical periphery. 

There were signs even before Stalin’s death that this concept of 

“asy outward expansion through direct use of land power was being 
revised or at least reviewed, but probably Stalin’s own physical and 
mental condition toward the end of his rule made it difficult for him 
to make major decisions and so we have seen a gradual unfolding 
of a different concept in Soviet policy only since 1953, and particularly 
since February 1955 

It is now pretty well established that there was a major foreign- 
policy debate in the Kremlin, in February 1955, which was followed 
by the : adoption of a more active policy of seeking friends abroad and 
not stressing directly the aim of military and ideological takeover in 
adjacent countries. 

From the point of view of the Soviet leadership, we and they are 
engaged in a race for decisive weapons. ‘These are in the course of 
development in both countries. That is clear. These weapons would 
make war very, very different from what it was from 1941 to 1945 
and it is difficult to evaluate in many cases exactly how they would 
work out. 

From the point of view of the Soviet leadership, the military tech- 
nological race is going well, and therefore they have every reason to 
pursue that race as fast as they can, utilizing their highly centralized 
control of science and industrial capacity and managerial and re- 
search skills to see if they can secure a break-through ahead of us. 

At the same time they have recognized that even now there is a 
very substantial deterrent on both sides rather than on one side. 
These two factors combine in their thinking, as I analyze it, to mean 
that they want to have a more relaxed situation in the world for the 
next few years, perhaps 5 years, perhaps 10 years—we cannot really 
see prec ise ‘ly that far ahead. 

I feel that, if they secure a decisive break-through in weapons dur- 
ing that time and then feel they have a definite superiority over us, 
they are likely to return to a system of threats against their neighbors 
on the assumption that we will be deterred from coming to their assist- 
ance. 

In the meantime, since the Soviet leaders have complete freedom to 
reverse the field overnight and to drop a flexible and more relaxed 
policy for a policy of threats and force, they have no disadvantage 
in pursuing the relaxation and dhiey have every reason to pursue it. 
If they can, through causing a sense of comfort and relaxation in 
the West, secure an important margin of advantage this will be better 
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for them than keeping up a tense cold war and thereby having to make 
still larger sacrifices of resources, manpower and talents in order to 
achieve a relative or comparative advantage. 

Thus, both from the point of view of the defeats which they have 
suffered since the war in their foreign policy aims and in their develop- 
ment of new weapons and new strategy which looks to long-range 
warfare as a decisive element rather than to direct movement of 
armies across land frontiers, it is to their advantage to pursue a policy 
of relaxing the tensions, dividing the West, and inducing a reduction 
of effort in all fields of international security and cooperation among 
the free nations. 


THREE BASIC DOGMAS OF SOVIET COMMUNISM 


As part of this campaign to bring about relaxation, the Soviet lead- 
ership last February at the 20th Party Congress restated 3 of its 
basic dogmas. I would like to take just a minute to look at them 
because this shows how tricky the Soviet use of ideclogy can be. 

They said they believe in peaceful coexistence. “Peaceful coexist- 
ence” in the Soviet definition means that, as long as some nations are 
not Communist or Communist-controlled, there is coexistence of ditfer- 
ent systems. This isa fact. It is not a thing they consider desirable 
or of indefinite duration. When we say “coexistence,” we recognize 
the right of each nation to have its different system and we do not 
intend to interfere with it. For the Soviet leadership it merely means 
that until now they have been unable to overthrow or bring about 
the overthrow of other systems and establish their own system 
throughout the world. 

Khrushchev has said repeatedly before and since his major speech 
of last February that of course the world is going Communist, of 
course their system is going to dominate everywhere, and this is only 
a matter of time. When it has been suggested that the Soviet leader- 
ship was modifying its ideology and really meant coexistence in the 
way in which we, as free and democratic people mean it, he has 
laughed at that and said “We will change our ideology when the 
shrimps learn to whistle” and he means that. 

A second statement Khrushchev has made is that “War is not in- 
evitable.” Of course, war is not inevitable because in the first place 
it takes at least 1 side to start a war and sometimes it takes 2. When 
Khrushchev says “war is not inevitable,” he always explains, first, 
that one-third of mankind is now under the C ommunist system and 
Russia and China have the two largest military forces in the world. 
In the second place he emphasizes that another third of mankind con- 
sists of people throughout much of the Near East and Asia, non- 
Communist Asia, who are not commmitted to either side and to that 
extent they are on the side of “peace.” From Khrushchev’s point of 
view these uncommitted peoples are subtracted from potential strength 
of the non-Communist world. He finally stresses that within the free 
world there are powerful groups which oppose any war and therefore 
the danger of war is lessened. But Khrushchev always says as long 
as capitalism exists there will be —e of war. He does not say that 
war cannot come. He merely says war can be prevented by the new 
balance of forces in the world pte especially by those forces which 
are under Soviet leadership. 
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This, you see, is a very different thing from abandoning the con- 
cept that conflicts can be lessened or resolved and that there can be 
a genuine peace and not merely an absence of armed conflict between 
his wor ld, Khrushchev’s world, and the free world. 

A third dogma which was restated somewhat by Khrushchev last 
February is that there can be different paths to “socialism,” by which 
he means, of course, the Communist system. The Soviet leadership 
always tries to steal the “good” words like “progress,” “democracy, 
or “socialism,” which of course is a “good” word in ms iny parts of the 
world. When Khrushchev explains that there are “different paths” 
to socialism including the “parliamentary” path, the establishment of 
a Communist regime through free elections, he gives some curious 
examples. 

For example, he says, one instance is the establishment of the Com- 
munist regime in Czechoslovakia in 1948. In 1948 the Communists 
took over the police, they arrested their opponents, they closed and 
confiscated the newspapers of all opposing parties, they threw tens of 
thousands of people into jail and concentration camps, they took over 
a complete monopoly of power and held one-list elections in which 
there was only a single list to vote for or against, and Khrushchev 
calls that the “parliamentary path to socis alism. 

A second meaning of this Soviet dogma, as restated by Khrushchev, 
is that, once a Communist regime has been established, it 1s its duty to 
rule in its own way, that is by dictatorship, not by parliamentary 
means, not leaving open any room for free opinion, for a free legisla- 
ture, which we consider the essential thing in a parliamentary or any 
representative system. 

I have taken a few minutes to outline these three restatements of 
Soviet aims and dogmas by oes ushchev because they illustrate how 
completely the Soviet leaders ship is bound up in its own way of think- 
ing, fascinated by its own form of power, which is absolute, and how 
it uses words that have one meaning for it and another for us. If we 
start to use it in our meaning and they are using it in theirs, we have 
the basis for a very serious misunderstanding of their purposes. 


REASONS FOR RELAXATION IN SOVIET POLICY 


To conclude, the new Soviet tactics today are to promote a period of 
relaxation during which they are pursuing very vigorously the scien- 
tific and military ¢ campaign for new forms of power, ‘long- ‘ange power 
to supplement and in part to supplant the very large land power whic h 
they still maintain while also developing naval power for limited pur- 
poses in adjacent seas and for blockade by submarine. Particularly 
they would like to have the capacity to cut off the United States from 


reinforcing Western Europe by submarine warfare. 
During this period of struggling for the military advantage, which 


they are pursuing without any limitations on public — economic 
support, or scientific support, they are using a more varied battery 
of devices. 

One of these devices is to appeal to governments, including non- 
Communist governments, and perhaps even tyrannical governments 
in some cases. The only thing they ask those governments is, “Are 
you against the United States?” and “Are you against the West?” 
They do not ask, “Are you against the Communist system?” 
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This is a broadening of their policy but it is no broader than the 
policy they pursued in the thirties. We must not forget that. 

The Soviet leaders are encouraging neutralism and a “peace bloc” 
throughout the world. They never bring up the fact they have the 
greatest military bloc in the world and one that is much tighter than 
any other because it is under Communist control and that they can 
use its entire forces at the discretion of a small self-perpetuating lead- 
ership. 

They are appealing to many groups within other countries. In 
the last year they have made a major effort to approach the Socialist 
leaders in Western Europe. These Socialist leaders understand com- 
munism and have taken a very firm position against Khrushchev’s 
blandishments, but we cannot be sure rejection of them will be equally 
firm in Asia. ‘The Soviet leadership cannot appeal for cooperation 
to the Socialists in Asia unless it also appeals to the Socialists in 
Europe. 

They are appealing to differences among our allies. In the past, 
when the Soviet threat seemed very close, the tendency was to sup- 
press differences among the countries of the free world. As the Soviet 
threat seems less immedi: ate, these differences come to the fore. I feel 
confident there is basic solidarity there, which is very important, but 
the immediate etfect is to cause dissension. That is true now. 

The Soviet hopes for the next 5 to 10 years are that by developing 
a strategic superiority they can win additional areas without uae to 
all-out war. They would rather win by gradual pressure, by isolating 
and then absorbing countries, one by one. 

They hope there will be a severe depression in the West. They 
have been predicting it since 1945. They say the prosperity of the 
United States is now maintained by military expenditures and our 
foreign aid. 

They hope to win over the uncommitted one-third of the world to a 
point closer to an anti-Western stand and closer to support of the 
Soviet purposes. 

They hope to break up the free-world system of alliances and foreign 
bases. In the interim between now and the development of the in- 
tercontinental capacity, the bases are the main deterrent to Soviet ex- 
p: ansion. They are following today, as witness developments in Ice- 

land, for instance, a more flexible policy y in achieving this goal. 

Over the next 5 to 10 years, the Soviet leade1 rship shows no sign 
of relaxing its basic goals of expanding its own system and its own 
power. It is making a great military effort and applying a more 
flexible battery of milit ary and economic devices through which it 
seeks to expand its influence and to create new opportunities to expand 
its direct control. 

Thank you, Mr. Chairman. 

Chairman Ricuarps. Thank you, Dr. Mosely, for a very illuminat- 
ing statement. The committee will note there is a series of questions 
that were sent out to the witnesses, They are not rigidly to be fol- 
lowed, but you will notice they cover the general “subject matter 
that Dr. Mosely has just disc used. 

[ want to ask you this question: The impression in the U nited States 
is that possibly the moderation of the Russian recent course is an aban- 
donment of the tenets of Marxism. In your opinion, can it be con- 
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strued as a withering away of the power of state? Do you think this 
is an exhibition of weakness ¢ 


DECENTRALIZATION OF SOVIET OPERATIONS 


Dr. Mosrety. Mr. Chairman, I feel they are following a consistent 
course of strengthening their system of control and making it work 
more efficiently. Many of the habits of administration which Stalin 
relied upon, especially in his later years, were counterproductive. 
For instance, an import ~ issue might be held up for months until 
it could be determined by him personally. The present system is 
trying to push decision-making a little farther down the scale. Now 
the leaders want more decisions left to those closer to the scene. 

This means that the party program remains unchanged, but the 
system of striving for its aims is made a little more flexible. One 
comparison which seems to me has some validity is that they have 
shifted from the Ford to the General Motors type of executive de- 
centralization. When Henry Ford ran the company, many issues 
were held up until he could decide them. General Motors pushes 
decisions down to the various component companies and within the 
companies farther down. When Mr. Ford died, his grandson bor- 
rowed the General Motors policy of decentralization. This is not a 
weakening of the system as such. 

Chairman Ricnarps. This decentralization and this relaxation is 
not necessarily a departure from the original concept of world domi- 
nation, is it? 

Dr. Mosety. No. I think it reflects two other factors. They have 
accumulated a large number of experienced administrators, and in- 
stead of having them refer everything to Moscow, they say, “You 
decide.” They “still have many ways to check on their perfor mance. 

Another factor is, the economy has a little more leeway in it and 
therefore they do not have to measure every little piece of resource 
as they did immediately after the war when things were very, very 
tight economically. 


EFFECT OF SOVIET TACTICS ON OUR FOREIGN POLICIES 


Chairman Ricuarps. Do you think there should be any changes in 
the field of foreign aid to combat this new approach ? 

Dr. Moseiy. I of course do not have at my disposal anything like 
the exact and up-to-date and detailed range of information that you 
gentlemen have, but as a citizen I would say that we are going to have 
to take account of some of these Soviet emphases in setting our own 
policies. I think we must try to speed up the development of our 
own intercontinental capabilities and the defenses of them, because 
the ability to absorb or ward off a heavy attack on them may be 
as important as having the power of retaliation firmly in hand. 

Another factor is that there will be more disagreements and argu- 
ments back and forth among our allies. We do not need to regard 
that asa defeat. We ought to be glad that our allies feel more secure 
and feel they can express views of their own more vigorously than in 
the past. Rather than shouting out that our alliances are breaking 
up because of disagreements, we should take up more detailed dis- 
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cussions with them and we should be philosophical when we have dis- 
agreements with them. 

A third factor to consider is just what is the purpose of our base 
system and of our military aid. In some areas it seems to me we 
lave bases. because this is good for the morale of the people in the 
areas. It makes them feel that, in case of a sudden Soviet or Chinese 
Communist attack, they will not be abandoned. If this is the case, we 
should not feel we have to go in too heavily for local expenditures if 
these will not be too effective in the new type of warfare. 

The Army, Navy, and Air Force of each of our allies wants the 
latest weapons, but it is not clear it is desirable to spread them out in 
considerable numbers. I think we should review the function of our 
system of alliances and bases and perhaps concentrate on areas that 
will be most important in case of aggression and give lighter emphasis 
where it is primarily a psychological effect we are seeking. 


NEED FOR CONSTRUCTION OF FOREIGN-AID PROGRAM 


Another factor is that instead of looking at our economic aid pro- 
erams as primarily emergencies, as they are now—and their major 
emphasis today is in South Korea, Formosa, and South Vietnam—we 
should look beyond that. I feel perhaps we need to do more now 
in these areas so as to do less later on, maybe in Formosa and South 
Korea and South Vietnam, which are absorbing a large part of our 
economic aid for a military stiffening purpose, so that they can 
take care of themselves more nearly in future years and not drag it out. 

With respect to other areas where we are doing a small amount 
of aid, I think we should continue this and develop it, but I could not 
recommend specific amounts. It seems to me that in Turkey, India, 
Pakistan, and so on, we ought to be able to plan a little further ahead. 
I know that you gentlemen have provided much more leeway in this 
than was true several years ago, but perhaps we ought to look at a 
period of 5 years for certain basic developments needed in those 
countries to put them in a better position, and this may result in 
spending less money in those 5 years than if we had to do it on too 
short-term a basis. 


MULTILATERAL AND FLEXIBLE FOREIGN-AID PROGRAM 


I think we ought to consider other channels for helping those people 
in their development. The Colombo plan, I think, has a very good 
political and psychological effect, because the members sit down to- 
gether and decide what could be done and it is carried out by bilateral 
agreements. There is a regional discussion first and then the deci- 
sions are carried out bilaterally. I think we sometimes fail to get 
the psychological effect we should get from these programs because 
they are too bilateral. If there could be more multilateral decisions 
I think we would get a bigger response in the end. 

For example, if Burma wants to develop its forests, it might be 
better if we could arrange for a Swiss or Austrian or Swedish forester 
to be sent to work 2 years there at the cost of what we would have to 
pay an American for 1 year. Similarly, if Ethiopia, for example, 
needs to develop its livestock industry, a Danish expert will work 
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2 years for the same amount of money it would cost to send an Amer- 
ican for 1 year, and if a Dane or a Swede says some good things about 
America, it might have more influence than if an American said it. 
We forget how much power we have and how that makes other coun- 
tries feel insignificant. 

I think we should look to more flexible ways. The reason I feel we 
need the aid program is because the peoples of these countries are 
running their own affairs, or over a period of time they will run their 
own affairs, and they will have to expand their educational, adminis- 
trative, and economic resources, and I think it is to our advantage to 
have them develop them along Western lines. The efforts they are 
making in many cases, as in India, are quite remarkable. We cannot 
expect to buy their friendship. If they can develop along free and 
democratic lines in close cooperation with the West, that is all we 
have to ask. If it comes to a major showdown, they will then be pre- 
pared to stand up for themselves against Soviet tyranny. 

Chairman Ricwarps. I want to ask the committee’s views on this. 
T had some other questions on this, but I will now call on other mem- 
bers of the committee. These three gentlemen will testify on the 
same general subject. Would the committee rather hear the other 
witnesses and then ask their questions ? 

Mr. Cuatrnam. Are these gentlemen going to be available this 
afternoon ? 

Chairman Ricwarps. Yes. 

Mr. Cuarnam. Personally, while it is fresh in my mind, I would 
like to question Dr. Mosely now before being charmed by the other 
witnesses. 

Chairman Ricuarps. Very well. I will save my questions. Mr. 
Gordon. 


SEPARATION OF MILITARY AND ECONOMIC AID 


Mr. Gorpon. How do you feel about the separation of the military 
from the mutual-aid program ? 

Dr. Mosrry. I feel we have done ourselves great damage in many 
parts of the world by lumping military aid and economie aid together. 
This practice is easy for us to understand in our own context, but if 
we look at it from the point of view of people in other countries who 
have a limited amount of information and do not understand our 
political system very well—they know we are free and powerful but 
do not understand the details—we have done ourselves damage. There 
are certain countries that need some help that have refused it, such 
as Syria and Burma, and so on, because their people felt it carried a 
definite military commitment. 

Mr. Gorpon. Then you feel it should be separated and handled by 
another body of the Government ? 

Dr. Moseiy. Where it should be administered, I cannot judge, but 
to put a military label on it is a psychological deterrent to achieving 
what we hope to achieve. 

Mr. Gorpon. Thank you. 

Chairman Ricuarps. Mr. Merrow. 


SOVIET ECONOMIC PENETRATION 


Mr. Merrow. I appreciate the very lucid statement you have made 
on Soviet foreign policy and the fact Soviet principles have not 
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changed and that the same basic principle of world domination is the 
one they will follow. 

How much emphasis are they placing on economic penetration as a 
means of trying to implement this policy, and have you any evaluation 
of how much aid they are giving ¢ 

Dr. Mosety. Thank you, Mr. Congressman. There are two factors 
here. One is the amount of their trade with the non-Soviet world. 
This is probably running $1 billion a year compared to $4 billion 

carried on within their own bloc. This is a very small factor in the 
trade of the non-Soviet world. It is increasing somewhat, but not on 
a very large scale, and basically the Soviet leaders try to keep within 
their own boundaries all the resources they can so that they will not 
be open on imports of raw materi: als and machinery. 

Another factor is their use of credits in order to facilitate the ex- 
pansion of their political influence in underdeveloped countries. They 
have actually given, signed and sealed, relatively small credits so far, 
some to Egypt, India, Burma, Afghanistan, and to coe age they 
have not been signed yet. The credits are rel: atively small. I do not 
see how they can take over economically any country except possibly 
Afghanistan, and I do not think any country would be wise in taking 
over the Afghans because the Afghans have a very unpleasant way of 
fighting people who come into their country. I do not feel the present 
Soviet economic offensive is likely to create a dangerous situation, 
but it is one we need to watch. Our Government needs some flexible 
funds available so that, in the event of a sudden Soviet squeeze on one 
of these vulnerable countries, United States funds would be readily 
available for action. In other words, if Afghanistan suddenly felt a 
squeeze from the Soviet side, we ought to be able to step in with a 
modest amount and relieve the situation. 

Mr. Merrow. The witnesses who appeared here yesterday gave 

various estimates of aid that the United States should make avail: able, 
such as one-half billion to one billion a year for 5 years, and so forth. 
You say the amount the Soviet Union is spending is relatively small. 
It would be interesting to have an estimate as to how much so that 
it could be compared with the amount of money we are asked to spend 
or the amount that we will spend. What I am trying to get at is the 
neon why the United States should spend $8 billion to $12 billion 
or $5 billion, or wh: atever it is. W hat do we hope to gain by this policy 
if the Soviet economic penetration is not as dangerous as we are led to 
believe. 

Dr. Mosery. The first factor is that the Soviet aid is not aid in our 
sense. It is based on long-term credits subject to repayment in the 
commodities of the reci ipient countries. So far they have not made 
any gifts. They have merely extended credits. They are able to do 
that by administrative fiat. Two percent is the usual rate of interest 
they charge, and they can extend the credits over long periods. And 
because of their low standard of living they can absorb almost any 
goods they receive in return. They do not need them, but are glad to 
have them. What they are trying to do is use these credits and the 
increased trade based on them to increase their political influence in 
these countries. 

I feel that our program should not be based primarily on what 
the Soviet leaders are doing or can do, but on the concept that within 
certain modest limits it is in our interest to help these countries build 
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their way of life along Western or free lines. This would also have 
many benefits to us in that as they progress they would become much 
better customers for American goods. Over a period of years we are 
likely to be repaid for aid through an increased volume of trade and 
the profits that we make out of that, because of our great advantage 
in the international division of labor. 

I think the Soviet economic offensive is a real factor, but I do not 
want to exaggerate it. It is a real factor and I think if we do not 
do anything the Soviets would g: - great advantages. 

Mr. Merrow. Thank you, Mr. Chairman. 

Chairman Ricrarps. Mr. Carnahan. 


PRINCIPAL AIMS OF THE FOREIGN-AID PROGRAM 


Mr. Carnanan. Dr. Mosely, do you feel that to stop communisin 
or contain communism is the compelling purpose of our foreign-aid 
program ¢ : 

Dr. Mosery. Yes; I feel that it is and that it is going to remain. 
But if we emphasize in our aid programs this direct purpose, we tend 
to reduce the effect of the aid programs in the recipient countries. If 
we encourage ambitious and self-governing countries to develop their 
resources, we will have a better effect in those countries. In other 
words, while many of the leaders understand the Communist threat 
to them, the bulk of their people do not understand it. They have 
never had anything to do with the Russian system until now and 
they just have not the background that Americans and Western Euro- 
peans have to see it in those broad terms. 

Mr. Carnanan. Then you feel such a statement is a poor statement 
of our interest ? 

Dr. Mosrexry. I think the more we can emphasize that we feel the 
world has to progress together, though not necessarily to the same level. 
the better effect our aid will have throughout the countries that are 
now developing their resources and which will exercise more and more 
a will of their own in coming generations. The more we emphasize 
we are doing it only to stop communism, the more we tend to undercut 
1 of the 2 major purposes of our program. It may or may not stop 
communism. 

The other motive back of it is that you have to have a line of de- 
velopment in most parts of the world which will be favorable to the 
kind of world in which we want to live as free men and, therefore, 
we have got to do a certain amount to help these other peoples along. 

Mr. Carnauan. Have you thought through a restatement of the 
aims of our foreign-aid program ? 

Dr. Mosery. That isa big order. I have not put it in specific words 
other than what I have said, that we will hurt our aims if we stress 
only the strategic end of it and call it all military aid instead of saying 
this or that part of it is economic aid and technical aid, and so forth. 

I think we ought, when we can, make it more multilateral in the 
method of channeling it. 

Mr. Carnauan. Do you feel there is considerable misunderstanding 
or misinterpretation of our aims in our foreign-aid program on the 
part of our own people ? 

Dr. Mosrry. I feel that there is. I feel that, because we have faced 
a repeated threat of military expansion since 1946 on the part of the 
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Soviet Union and since 1949 on the part of Communist China, we have 
tended to concentrate all our attention on how to meet this military 
challenge. 

We are in a new world situation. Before there is any resistance 
to expansion of Soviet tyranny, we are the ones who have to decide 
whether resistance will be offered and how it will be offered. This 
adjustment to a new strategic situation has naturally been in the fore- 
front in all our thinking and discussions since 1946. 


FOREIGN AID ON A LONG-RANGE BASIS 


I think today we ought to try to look at it from the long-range 
point of view of how to have the kind of world we want to live in, to 
trade in, to travel in, to have friends in, and we ought to say, “Yes 

»are not ashamed, we are in a sense philanthropists. Weare willing 
to help them along so that they can be free nations participating in a 
free community of nations.’ 

Mr. Carnanan. Do you think there should be any change in our 
foreign-aid program other than stating it on a long-range basis? 

Chairman Ricuarps. I believe he testified, in answer to Mr. Gordon, 
that he would separate the military and economic. 

Mr. Carnanan. Do you think we are probably using the correct 
methods and the correct approach other than the fact it ought to be 
on a long-range basis ? 

Dr. Mosery. I think we ought to accept this as a long-range respon- 
sibilitv in modest dimensions. I am not an economist. I think a 
large amount of staff work would be necessary to determine how much 
should be spent in a given country. But I think that the aim of help- 
ing free peoples along in the direction they want to go and we want 
to see them go is the important thing. If this ean be done, then there 
should be the assurance that it will be a continuing thing in modest 
proportions; that it will depend in large part on what they are will- 
ing to do, that we will not call it all military, and that we will try 
to work through multilater: al rather than bilateral methods. I think 
these are the main changes that would make our efforts more effective. 

The Soviets believe they can win the struggle by winning over the 
uncommitted third of mankind. I think we have very great ad- 
vantages in that entire area of the uncommitted third, and we only 
need to use those advantages. 

Mr. Carnanan. That is all, Mr. Chairman. 


FOREIGN AID AS A SOUND INVESTMENT 


Chairman Ricwarps. Do you feel, Dr. Mosely, that even with the 
\dmitted shortcomings of the foreign-aid program today, it has been 
a good investment for the United States ? 

Dr. Mosery. Yes, sir, I do. I feel if we look first at Western Eu- 
rope» it has worked out better than we thought it would work out in 
1947-49, There is, in effect, no economic aid to Western Europe now 
except indirectly through counterpart funds and military orders, the 
offshore procurement plan, Even Austria, which had a very bad 
position in 1945-46, is not asking or receiving direct aid from us now. 
I feel the kind of aid for Europe has worked out very well. Even in 
Greece, it has achieved more than seemed possible in 1948-49. It has 
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not worked as well as it should in Turkey, but there are certain factors 
there that make it a special case. 
Chairman Ricuarps. Mr. Fulton. 


POSSIBLE EXPANSION OF COMMUNIST CHINA INTOU.S.S. R. 


Mr. Fuuron. I would like to make a comment, and would ask you 
to put in the record later your feeling on it. I do not think it is com- 
munism’'as such that is the great threat, that is mere ‘ly the vehicle for 
this new imperialism. It is basically the old story of the aggressive 
expansion of power or powers by various means, but implemented by 
strong forces. Russia has become a “has” nation instead of : “has 
not” nation. When Communist China wanted the ra Pi , she 
took over the rice bow] of Indoe hina by force and subversion. When 
China wanted the use of valuable resources and water rights for 
China’s industrial complex, China moved into North Korea. There- 
fore, why is it not possible that China will move to get Russia’s indus- 
trial complex just north of the line? And why is it not then possible 
that in the foreseeable future Russia, being two nations, east and 
west, will be either split by foree by C hina, or China will try to take 
the oriental people from the Soviet Empire by subversion? Is this not 
a possibility of a new direction of expansive forces ¢ 

If you will comment on that later and put it in the record, I cer- 
tainly would appreciate your views. 

(The following statement was subsequently submitted by Dr. 
Mosely :) 

Communist China and Soviet Russia are closely bound together by a shared 
program of aggression. Divided, each would be far Jess powerful than it is today 
and, if hostile to each other, they would tend to cancel each other out. Even 
though mainland China and Russia may not always see eye to eye in each 
question, they are not likely, for many years to come, to turn against each other 
At least, it is impossible for us to build any policy on this remote continge ney. 
And for a long time to come the Chinese will be dependent on Soviet industrial 
and military support and technology. 

Chairman Ricuarps. Mr. Chatham. 

Mr. Crnatnam. I am extremely interested in what you say. I come 
from the South, and we have to export our cotton and tobacco, and 
to us foreign-aid development means keeping up our exports. 

Do you read the Digest of the Soviet Press? Itismy bible. Iread 
it through and through. 


COTTON PRODUCTION IN THE U.S 


They have been running a series on the enormous irrigation develop- 
ment in the south to grow cotton. TI am trying to figure it out in acres. 
It seems to me, in the foreseeable future, they will be a great exporter 
of cotton. Where I live cotton has been a major crop. Cotton pro- 
duction is going down in the chairman’s State over the years, but that 
will have a great effect on the economy of the South here if they do 
what these able ations say, and they show maps where these canals 
are going, and I believe topographic maps are available. I would like 
your comment on that. 

Dr. Mosery. The Soviet Union is, on balance, a small net exporter 
ofc otton today, largely to the European satellites. 

Mr. Cnatnam. And tobacco, Turkish types? 
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Dr. Mosrry. I am not sure they export much tobacco. Probably 
they import more than they export, but the Soviet Government does 
not publish figures on its foreign trade on any systematic basis. 

If the Soviet average person could increase his consumption of cot- 
ton textiles to the level of, let us say, West Germany, today, it would 
absorb much more cotton than they can now produce or can produce 
under these new irrigation plans. 

Mr. Cuarnam. You do not think they will be a world exporter of 
cotton in quantity in the foreseeable future ¢ 

Mr. Moszxy. If the Soviet Government wants to pursue the policy of 

raising standards of living slowly but steadily at home, both in order 

to improve political mor: ale and to strengthen the solidity of the re- 
gime in case of war or a showdown by threat of war, it will have to 
continue to improve the standard of living. Cotton textiles play a 
very important part in this, proportion: ately a larger item than in the 
American standard of living. 

I for one am not convinced they will use the additional production of 
cotton at home to increase exports very substantially. This program 
will take 10 years to develop. If during these 10 years they continue 
to Improve slowly but steadily the standard of living, that increased 
production will be absorbed at home. However, they will have capac- 
ity to export, if they want to, because they can always tell their people 
to go without, as they have done over and over again since 1917. 

On the other hand, failure to achieve a gradual improvement in food 
and textiles, in housing, and other necessities will certainly lead to a 
slipping back of morale, a decline in willingness to work hard, and so 
on. The regime is committed, but it can alw: ays get out of its com- 
mitment, to raise the standard of living gradually ‘but steadily. 

Mr. Cuatrnam. We have huge sur pluses of cotton and tobacco, so I 
am concerned about that. 


EAST-WEST TRADE 


How do you feel about opening up trade with Soviet Russia‘ I 
was concerned a few years ago when they offered us manganese for 
butter. I was very much for it. I cited the question we ‘would not 
give them equipment for drilling for oil, but 1 understand they have 
equipment many — as good as ours. Every drilling company in 
the Southwest and in Canada is trying to get that equipment. 


CONTROL OVER STRATEGIC ITEMS 


How do you feel about opening up general trade with Russia except 
for strategic military items? 

Dr. Mosety. I feel we will have to keep a sharp control over stra- 
tegic items, but that we are likely to reduce the number of categories 
described as strategic over a period of time. 

Mr. Cuatnuam. Britain has had to do it. 

Dr. Mosrty. That is correct. For one thing, if the Soviet Union 
produces a certain type of machine at home, and wants to buy a similar 
ivpe abroad, we are not causing any serious delay in their economic 
development if we refuse, or our allies refuse, the export of that par- 
ticular type of machine. 

The Soviet system is the second largest industrial system in the 
world. It has a high production of machine tools. Many of them are 
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not as modern or productive as ours or those of Western Europe, but 
they are still good. 

I feel in a period of partial relaxation we will have to cut bs ick our 
definition of strategic items. I feel we will have to give it a more 
narrow strategic meaning. 

This will not lead to a very large or crucial expansion of trade with 
the Soviet bloc. For one thing, they are unwilling to become depend- 
ent upon the rest of the w orld, and so far rubber is the only item on 
which they have some serious dependence. 

On the other hand, from the point of view of our allies more than 
of our own economy, a certain amount of trade is to our advantage. 
We have to weigh the fact there is a minor advantage to the Soviet 
system in buying a particular item—say, an improved dy namo, abroad, 

rather than waiting a year or two to produce it at home—as against 
the political disadvantage of conflict with our allies in our efforts to 
limit too narrowly their trade with the Soviet Union. 


VOICE OF AMERICA AND RADIO FREE EUROPE 


Mr. Cuaruam. I spent 9 years in Scandinavia. I listened with 
great interest to the Voice of America and Radio Free Europe. Four 
vears ago I heard my own delegates vote in Chicago through short- 
wave. 

This year all stations were jammed completely except the English, 
which were titwillow songs and such programs as walking trips 
through Wales. 

Every 15 minutes, if they were not on, they had the 4 musical notes, 
and I listened to them constantly. They had very good propaganda, 
addressed to the satellites and nations in the Far East, and to America, 
I take it, because that is the only thing I could get. 

If they are doing that so completely I don’t know how we can over- 
come it. Ina month I never got an English broadcast, not one Ameri- 
can program. I spent hours searching for that. 

It seems to me that is a great part of the money we are spending on 
radio to go to the satellites and Russia, and they are completely 
jammed. 

Dr. Mosriy. Well, sir, the situation in the satellites is rather dif- 
ferent from that in the Soviet Union. Apparently in the satellites the 
Voice of America and Radio Free Europe are listened to widely, and 
somehow it does get through. 

Within the Soviet Union, I had the impression this summer that 
there is more listening, there are more people who know how to fiddle 
with those dials better than I do, and who do manage to get some of it. 

Mr. Cuaruam. They are smarter than I, because I didn’t get them. 
We got a lot of Polish programs in English. 


CULTURAL PENETRATION OF THE IRON CURTAIN 


Dr. Mosety. I think we should take advantage of the relaxation to 
try to get much more material about the U nited States, and about the 
Western World in general, into the satellites and the Soviet Union. 

For example, if we could simply donate large numbers of books: 
these books are read over and over, and they have a deeper impact. 

Mr. Cuatuam. Would they allow us to put them in? 
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Dr. Mosety. We can challenge them to do it. We let their books in 
here, and we should negotiate vigorously for access to our books and 
translations into Russian and other languages. 

Mr. Fuuron. Let us talk about negotiating with our own Govern- 
ment first. There are present restrictions in New York and Pittsburgh 
on cultural levels, where visiting Soviet pianists and violinists are 
restricted from appearing, but five Soviet scientists could visit 
Pittsburgh without State ‘Department objection. 

Dr. Mosety. We should review our policy of cultural contacts. For 
eX imple, while short-term visits are useful, and they do give some un- 
derstanding of our way of life, our high productivity and so on, we 
ought to go beyond that to try to train some of their younger historians, 
social scientists, economists, and so on, and even if they go back and 
say very bad things about us, there will be an impact on their think- 
ing over a period of years which I think will be highly faverable. 

Kven if they are convinced Communists and fully loyal to the 
Soviet system, it is stili to our advantage to give them direct knowledge 
of the United States and how it works, es specially in the fields of his- 
tory, political science, and so on. 

Mr. Cuaruam. That is all, Mr. Chairman. 

Chairman Ricrarps. I believe Mr. Fulton asked these gentleme 
to furnish some answers to questions for the record. 

Anything that witnesses are willing to submit to us will be a favor 
to the cominittee, but we have no right to require them to do so, be- 
cause it requires a good deal of work on their part. 

You have come down here on your own free will, and if you feel 


you can without inconveniencing yourself too much we will appreciate 
anything i in addition that you w ish to submit for the record. 

Mr. Zavtockt. Your statements and comments are certainly ap- 
preciated, 


U.S. INTERVENTION THROUGH AID TO SATELLITES 


There is no doubt that Soviet Russia intervenes in and dominates 
its satellite countries and is today the modern imperialist power in 
the world. 

Should we, if necessary, through our aid program intervene and to 
what extent ? 

Dr. Mosriy. The Soviet system of intervention is basically operated 
through the Communist pi rties, and at the present time there is cer- 
tain adjustment going on in the satellites for ¢ aptive countries as I 
prefer to call them, because none except Yugoslavia came into the 
system from its own free will. 

Our way of intervening has to be entirely indirect it seems to me. 

Mr. Zasiockt. Is it desirable to intervene at all? 

Dr. Mosery. I think we are committed by national tradition 
against intervening directly in the affairs of friendly states, or trying 
to tell them directly what they must do. We cannot do that in terms 
of our desire to treat them as equal members of a free community of 
free nations. Where we can exert a great deal of influence in friend- 
ly countries is by careful technical discussions at the expert level with 
the officials and advisers who report to the ministers and cabinets, 
pointing out that one economic program may be poorly adapted to de- 
velop their resources, that another type of program would be better. 
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We will have to bring them along by discussion and scientific analysis, 
and sometimes we will have to do things we think are not well advised, 
in order to persuade them to do things that are better adapted to their 
noes Almost every government wants to have one steel mill, whether 

not it is good for it. 

T he development of an economy often begins with simple things, the 
wheelbarrow instead of the human back, and the scooter rather than 
the automobile, and so on. 


CONDITIONS OF AID 


Mr. Zasvocki. Should we withhold assistance to the Middle East 
area, for example, until they settle their local problems? Should any 
sort of pressure in that respect be included in our future aid? 

Dr. Mosexy. I feel we can exert more pressure if we make it clear 
that on a modest scale we are going to help them in their long-range 
programs over a period of years, and we then try to exert informal 

xnd indirect political influence on that. basis. 

If we set a condition first that they must agree with our political 
policy, we have less chance of their coming around toit. They might 
prefer to go under communism or at least become extremely antiwest- 
ern, rather than accept political conditions laid down in advance. 


THE ASWAN DAM AND THE SUEZ CRISIS 


1 feel, for example, while I naturally don’t know the full details, 
that we would have been better advised to work along with the Egyp- 
tian High Dam project with limited aid to get it started, and then 


our experts and engineers and others would constantly be saying in- 
formally, “Well, how can you afford to delay this? It is vital to your 
national development. If you are going to waste a lot of money on 
buying arms, how can you follow it through ? 

They still would want some arms but there has to be a combination 
of helping them along toward their basic goals and gaining more in- 
fluence in that way and using that in turn indirectly to influence them 
to parallel policies, policies that are going to help them achieve na- 
tional growth. 

Mr. Zasvocki. You are saying it was a mistake to withdraw assist- 
ance to the Egyptians? 

Dr. Mosgery. I feel if we weren’t going to do it we should have made 
up our minds much sooner and not carr ied on such long and elaborate 
discussions. 

Then having gone that far and having reviewed it in terms of 
Egypt's future needs for its population, we should have gone on with 
it and we should not have withdrawn from it abruptly. We would 
have been better off if we followed that line. 

Mr. ZasLock1. Even now with the circumstances as they are in 
Egypt? 

Dr. Mosety. I would say that, if we secure a fairly satisfactory 

compromise on the question of the supervision of the Suez Canal and 
its use, perhaps 6 months from now we ought to go back in and again 
talk about some of Egypt’s economic and social needs and how they 
will achieve them. 
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Mr. Zasiocki. We didn’t withdraw our assistance for the Aswan 
Dam because of the Suez crisis. The withdrawal was before; was it 
not ¢ 

Dr. Mosety. We said “We are not going to help you with it” and 
then the Suez crisis began a week later as a retaliation. 

Mr. Zaniockt. Do you maintain it was a cause, or one of the causes, 
of the Suez crisis / 

Dr. Mose.y. Our withdrawal triggered off the Suez crisis, the 
seizure of the canal and its nationalization. I think we could have 
avoided that or brought about an orderly preparation of transition 
in 1968 if we had shown a willingness to help ina modest way to 
move toward that objective which is essential to Egypt’s livelihood 
in the future. 

Chairman Ricnarps. Mr. Hays of Arkansas. 

Mr. Hays of Arkansas. I want to thank you for your splendid 
statement, Doctor. 


MULTILATERAL TECHNICAL ASSISTANCE 

I was interested in what you had to say about employing 2 or 3 
Swiss ina Burma forest problem. That is certainly something which 
would have an appeal to us on the budgetary side. 

I suppose you had in mind doing it still bilaterally rather than 
through multilateral agencies? 

Dr. Mosriy. We could do it either way. If we provided the selec- 
tion of the experts through an American-Burmese Commission, then 
it could use a Swiss, an Austrian, a Dane, or a Mexican in many fields. 
The people, while representing the general feeling of the West, would 
not have specific American coloration or necessarily represent so-called 
American imperialism, which is a word unfairly and unfortunately 
used. We have to lead people forward to a better understanding of 
both ourselves and their own place in the world. 

Mr. Hays of Arkansas. Have you had an opportunity to study the 
SUNFED proposal ? 

Dr. Mosrry. I don’t know all the details but I feel basically this 
does offer a further channel for securing the basic effect we want 
without identifying it directly as a United States gift. 

Mr. Hays of Arkansas. I asked Mr. McC loy about it yesterday and 
I want to pursue it with you for just a moment. The two approaches, 
bilateral and multilateral, are not mutually exclusive, are they 2 

Dr. Mosety. No, sir. 

Mr. Hays of Arkansas. So often people get the impression that if 
we go into the multilateral phases we are abandoning the bilateral 
activities. 

Dr. Moseiy. That is right. 

Mr. Hays of Arkansas. Or abandoning the bilateral. 

Dr. Moseriy. That is not true. Much of it will be bilateral, anyway, 
especially in those areas of military danger. There are other areas 
where the military and strategic factor is less urgent at the moment 
and will be for the next few years, and here there are arene 
in trying to work through multilateral channels. The multilatera 
problem “alw ays will be smaller just Pre ‘ause we have special strategic 
responsibilities in certain threatened are 
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Mr. Hays of Arkansas. T had opened up to me at the United Nations 
last year the appeal from this source : 

So many of our allies want to share in it. I use the term “allies” 
very broadly. The other industrialized nations feel that the partner- 
ship idea is important. Pressures are on our people on the diplo 
matic side to participate in the multilateral procedure. That is one 
reason that I feel we need to get this phase before our people. 

Then it has a strong appeal in the possibility of a distribution of 
the burden. Here are such countries as Belgium, Holland, and othe: 
nations of Europe that are quite enthusiastic. If we do not tie in some- 
thing through the special fund, which is still in the proposal stage, 
then they might go along independently of us. 

Dr. Mosery. Strengthening the multilateral channels means we can 
ts up available resources in much smaller amounts, but still very use 
fully, in a variety of countries. Norway is doing something of its own 
in the development fields. So is Switzerland. 

The more we do it unilaterally the more they look to us because 1 
look like the best source. If they have to submit their projects to 2i 
international agency which reviews them with a large amount of te 
nical and economic expertness included in that review, they will pol 
be able to turn their frustrations against us and feel “If only 
United States would do this and this ‘tor us we would get ahead fast. 

If they have to turn to an agency where they are justifying thei 
claims to a variety of nations thie takes the onus off us and also may 
provide a further channel by which other industrial countries, aside 
from our own, will be able to add their part to the development, and 
with the weakening of empires and colonial rule any additional chan- 
nel of that kind which will help the underdeveloped countries and 
bring the industrial countries into a better relation with them, di- 
voreed from direct political control, the better the evolution will be. 

Mr. Hays of Arkansas. In the final analysis, it comes down to how 
well sold the American people are on those ultimate goals, the objec- 
tive of developing undeveloped nations. That seems to me the kes 
to it. 


Dr. Moseny. Yes, sir. 
SOVIET PARTICIPATION IN MULTILATERAL AID 


Mr. Hays of Arkansas. Of course, on the multilateral approach the 
good arguments are met with another appealing argument on the re- 
sistance side, which is “Russia is sitting in on these things.” 

If we do it through the United Nations auxiliary agencies, they say 
“Here is Russia w ith a hand in it which she wouldn’t have if we were 
doing it bilaterally.” That is a hard one to answer. 

Dr. Mosery. That is right. 

Mr. Hays of Arkansas. Except that we are really making progress 
in this global conflict if we get Russia out-voted, as we have been able 
to do. I think that is the thing the American people have not pon- 
dered, how many times Russia has been defeated time after time 
where the little countries have been on our side. 

Probably at this stage it is something you have to deliberate. 

Do you share my feeling on that in general? TI am inviting your 
comment on it. : 
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Dr. Mosexy. I feel the risk of having the Russian representatives 
take part in the decisions is small because decisions all have to be 
worked out in an open way. 

What worries me about Russia’s participation in aid-trade pro- 
grams is its secret negotiations on a bilateral basis with Afghanistan 
or with Indonesia. 

If the Russians bring into an open forum what they are willing to 
do, it takes the political sting out of it. If they refuse to come into 
an international channel, it also makes it clear that they are pushing 
their program for a directly political purpose, a sinister purpose. 
Also, international negotiation will make it clear how little they are 
really willing to do. 

At the pr conned time, where each side is dealing separately with indi- 
vidual governments, the Russians can make a major political play 
with a small amount of trade, credits, or even with just offers. 

If everything is put down in cold fieur es as to what they are will- 
ing to do, it would be very small, and, at the same time, they will not 
be able to gain anything much, if any political advantage. - he role 
of expertness in international decision making can be increased be- 
cause political pressures will tend to neutralize each other out in a 
forum where a variety of nations have to be informed and can judge 
the basis on which this or that decision is being made. 


ADJUSTMENT OF UNITED STATES FOREIGN POLICY TO RUSSIAN RELAXATION 


Mrs. Keniry. I want to refer to this relaxation of Russian policy. 
Do you think the foreign policy of the United States is responsible 
for or has contributed to the buildup of this third force ? 

Dr. Mosriy. Has the United States foreign policy aided in the 
buildup of this third force? 

Mrs. Ketxiy. That is my question. 

Dr. Mosrry. I feel that because we have tended to place the mili- 
tary factor first, which was necessary for the last 10 years, it has 
tended to reinforce the thinking in the third-force areas that this is 
no longer the predominant factor today in world politics. In other 
words, the third-force countries have reacted in the traditional way 
of weak countries reacting to a powerful country stressing military 
factors by asserting that military power is not the only factor to be 
considered. 

If we continue to emphasize the military threat as the primary 
method of Soviet policy in the next few years, the third-force coun- 
tries are likely to be further disillusioned with our attitude toward 
their problems. Even those people in their country who feel the 
Soviet threat is a very real one and sooner or later will come their 
way don’t want to overstress it now. They want to try to cope with 
their own internal problems first. 

In a country like India the fear of the people now running the 
country is that unless they get a more dynamic social and economic 
development with more political unity the Communists 5 or 10 years 
from now may be able to gather all the discontented together and take 
over the country from within. 

They feel that to make large military expenditures now, to prepare 
for‘a defense which they cannot earry through anyway, would only 
deflect them from coping with those internal problems. ' 
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Our point of view should be that as long as they are not on the 
Soviet side and under Soviet control we can be friends, and we should 
try to encourage them to solve their own problems along western, 
democratic, and free lines. 

If we can help them in some modest ways along that direction, fine. 
I think we should try to help them. Anything we put into that would 
be much less than 1 day of war and its effect on our own country. 

If the Soviet leadership is defeated by a more flexible and diversified 
set of policies on our part in the third areas, that will cause them 
further to postpone their attempt to revive the use of military power 
and military threats and will gain us more time to strengthen the free 
world. Over a period of a generation it is very doubtful that the 
Soviet leadership will be able to maintain a willingness among its 
people to make these desperate sacrifices for the sake of expanding 
Soviet power. 

In other words, over a period of time the evolution of the Soviet 
system may tend to erode the ability of the regime to use its manpower 
and its people for aggressive purposes. 

Mrs. Kexry. If the U. S. S. R. invades any of these neutral coun- 
tries should the United States go to their defense, if they have refused 
to build up their military defenses? After all, the United States 
hurts its economy by maintaining a high military force. We have to 
make a decision that is clear somewhere along the line. 

Dr. Mosery. I feel we would have to go to the defense of some 
of these areas if they were invaded. I feel the deterrent today is in 
large part our system of bases, but we will have longer range deter- 
rents in a few years. 

In other words, if each side can deter the other, then what happens 
in between is very important. <A shift in an election in India, or a 
failure of an industrial or agricultural plan in Pakistan, may become 
crucial because the tightness of the major strategic factor will grow 
gr iter rather than less. That means that the balance may be tipped 
by what happens in nonmilitary fields and in areas lying in between 
the two major powers. 

That is why, rather. than losing interest, or giving up hope, which 
we certainly don’t want to do, we should develop more flexible and 
imaginative policies operating through more diverse channels as we 
try to influence these third force countries along the way that their 
present leaderships want them to go. 


RELATION OF FOREIGN AID PROGRAM TO UNITED STATES ECONOMY 


Mrs. Ketriy. This foreign aid program of ours is actually essential 
to the United States in order to remain the great industrial nation 
we are. 

Dr. Mosety. That is right. 

Mrs. Ketiy. Therefore do you believe it would be better for us to 
lower tariffs or broaden the trade agreements ? 

Dr. Mosery. This is a field where there are many experts. 

Mrs. Ketry. Yes, I know it is difficult for a short answer. 

Dr. Mosery. I would like to know more about what is happening 
in the case of wool, for example, where I believe we have been trying 
out an experiment which was perhaps worked out right in this 
room, that is, providing protection for an industry which can produce 
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only part of what we need and at the same time provide greater 
stability of market for our allies from whom we import most of the 
wool which we need. 

I believe we tend to underestimate the effect exerted on our allies 
by particular policies which seem essential to one part of our economy 
and one eh of our country. We pursue certain policies in ship- 
ping, which I do not need to review. These have serious effects 
on Norway, Greece, Netherlands, and other countries where shipping 
is a major factor in national prosperity. A ripple to us is a tidal 
wave to them. 

Writers and publicists as well as political leaders must try to make 
much more of an effort to explain to our own people that this or that 
sacrifice will be needed on our part, too, if we are going to help the 
entire free world develop its economy in a healthy and cooperative 
way. This isa difficult assignment, but it is an assignment for every- 
one interested in world affairs. 


RELAXATION OF STRATEGIC CONTROL LIST 


Mrs. Ketiy. Did I understand from your statement that the United 
States should relax the strategic control list and sell more to Russia 
and the satellite nations ? 

Dr. Mosery. I feel it is moving that way, anyway. It is, therefore, 
better to keep under active review the nature of the list and the indi- 
vidual items. 

Mrs. Ketiy. We are doing that under the Mutual Defense Assist- 


ance Control Act, but should the United States cut back on that list? 
Should more strategic materials be removed from the top strategic 
control list ¢ 

Dr. Mosery. I think we should. If the Soviet Union, let us say, 
secures an improved dynamo a little earlier than they could build it 
from blueprints and other information readily available to them from 
the West, then the gain we make in delaying them a year or two does 
not offset the fact that they have the ¢ apability or technical knowhow 
to do it anyway, with a little more time and sacrifice. By not per- 
mitting that exchange we may be causing serious difficulties to some 
of our allies, making it more difficult for them to reduce the dollar gap, 
and we are causing political conflicts within their own society. 

If we were going to be in a war in the next year or two, then per- 
haps we ought to blockade all trade with the Soviet bloc. But if we 
are going to have a period of increased trade, with some relaxation of 
tension and with some opportunities, perhaps, to have some effect on 
the evolution of the Soviet system and its outlook over a period of 
time, then looking at it in that time scale we will need to relax some- 
what our strategic controls. 

Of course, in anything involving military technology we must hang 
on to any lead we have. In some fields, however, it is possible that 
Soviet technology will come out ahead of us. 

Mrs. Ketiy. If the strategic list is decreased, we would be helping 
them build up their war potential. 

Dr. Mosety. They are building up that, anyway, building up their 
industrial capacity at a high rate, and they have all the factors in their 
own territory which they need for that. Therefore our trade controls 
over the last 514 to 6 years have in some ways speeded up their process 
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of filling the gaps in their technology, forced them to develop more 
self-sufliciency, develop it more rapidly than they would have other- 
wise. 

I agreed with our policy of trade controls as we followed it then, 
from 1950 on, but I believe in this new time scale it will be very 
difficult to justify it because we are not ae the Soviet Gov- 
ernment from doing what it wants to do. We are not really adding 
even 1 percent to the cost to them of doing it. 

On the other hand, we are likely to cause serious difficulties for our 
allies which would make the situation more difficult to control. 

Mr. Zas.ockt. Is there any evidence that the Russians are willing to 
reciprocate and share their technological know-how; make it available 
to the United States and the free world ? 

Dr. Mosery. They have said that they would. 

Mr. Zasiocki. Are there any concrete evidences that they have? 

Dr. Mosety. Yes; a little. 

Mr. Cuarnam. The drilling incident I pointed out. Our fellows 
can make millions out of it, 10 times as productive as the drills we 
wouldn't let them have. It is a new method entirely. 

Mrs. Ketxiy. Drilling oil wells? 

Mr. Cuatuam. Drilling oil wells. We wouldn’t let them have oil- 
well-drilling equipment. This fellow from Dallas heard about it and 
got the North and South American agency. 

Chairman Ricuarps. Let us go on to the next witness at this point. 

I want to thank you very much. 

We have another very important witness who is also an authority 
on the Soviet Union, Dr. Abram Bergson. We appreciate your com- 
ing down here to testify before us, and we would like to hear your 
statement. 


STATEMENT OF DR. ABRAM BERGSON, RUSSIAN RESEARCH CENTER, 
HARVARD UNIVERSITY 


(Formerly Chief, Economic Division, Subdivision of U. S. S. R., 
Office of Strategic Services, 1944-46; member United St — dele- 
gation, Moscow Reparations Conference, 1945; professor of eco- 
nomics, Columbia University, consultant for Department of State 
and Rand Corp., 1948; author of Soviet National Income and Prod- 
uct in 1937, Structure of Soviet Wages) 


Dr. Brreson. Thank you, Mr. Chairman. 

Mr. Chairman and Congressmen, your staff has posed a number of 
very significant questions which it felt might suggest lines of inquiry 
to the witnesses whom you have assembled. As a student of the So- 
viet economy it occurred to me that I might serve you best if I were to 
comment very briefly on several outstanding economic subjects which 
impinge on a number of your staff’s questions. 


GROWTH OF SOVIET INDUSTRY AND TECHNICAL PROGRESS 


There has been much discussion in this country lately of the ques- 
tion of the rate of growth of Soviet industry. Russian industry, I 
believe, is growing at a notably rapid rate, as has often been reported. 

Last year the Russians completed their fifth 5-year plan. The 
extent of their industrial progress in recent years can be appraised 





FOREIGN POLICY AND MUTUAL SECURITY 93 


from the gains in production in different industries that the Soviet 
Government has reported under this plan. From 1950 to 1955, the 
Russians increased their coal production from 261 to 391 million 
metric tons, or by 50 percent. The production of petroleum grew from 
38 to 71 million tons, or by 87 percent. The Russians produced 27 
million tons of steel in 1950. By 1955, they had expanded output by 
18 million tons, or 66 percent of the initial figure. The production of 
electric power grew from 91 billion to 170 billion kilowatt- hours, or by 
87 percent. 

Industrial production as a whole reportedly has grown at these 
yearly rates: 

Percent 

16 

12 

I a aah nen mci Sie ss ap alanine ciate gaan ts shale nda neice gal 12 
1953-54 13 
1954-55 12 

As students of the Soviet economy often have learned to their grief, 
the official statistics of the Soviet Union are difficult to interpret. The 
reported accomplishments often cannot be taken at anything like face 

value, and in some instances, the distortions have been serious. The 
figures I have just cited, how ever, do not seem subject to serious de- 
ficiencies such as have been discov: ered in many kinds of official data. 
Very possibly the official series for total industrial production tends to 
exaggerate the Soviet growth, but unless the Russians have perpe- 
trated a gigantic statistical hoax, which does not seem likely, we 
must conclude that they are growing industrially at a signally high 
rate. 

During the first half of this century industrial production in the 
United States grew at an average rate of 4.1 percent a year. From 
1950 to 1955, American industry grew by about 4.7 percent a year. 
At these rates Soviet industry is growing 2 to 8 times as fast : 
American industry. 

I have been referring to the recent Soviet trends. What of the 
future prospects ? 


RETARDING FACTORS IN SOVIET INDUSTRY 


In seeking to continue with accelerated industrialization, Khru- 
shchev and his colleagues will have to grapple with many adversities. 
In terms of quality and location, as well as quantity, the Russians are 
not as well supplied with industrial minerals, for example, iron ore 
and coking coal, as their usual data on reserves suggest. In the future, 
they will be hampered by diminishing returns in this area, although 
probably not seriously. To a greater extent than was true under 
Stalin, additional capital investments must go to replace wornout 
capital equipment and so cannot supply to the same degree as for- 
merly net additions to the capital stock. This, too, will tend to retard 
future growth. 

The vital factor of technological progress is difficult to appraise. 
The level of the best Soviet scientific work is ver y high, and the Soviet 
Union now has over one-half million trained engineers and techni- 
cians; or about as many as we have. But the Russians former ly under 
Stalin could profitably borrow at almost every point from western 
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technological practice, and this source of progress must tend to di- 
minish in importance in the course of time. For this reason, it is dif- 
ficult to believe that the Russians can advance technically as rapidly in 


the future as they did in the past. 


ECONOMIC AND AGRICULTURAL TRENDS IN THE U. S. S. R. 


As everyone knows, Stalin’s successors are endeavoring to raise 
agricultural output and living standards above the abysmally low 
levels prevailing at the time of Stalin’s death, but so far they have been 
seeking to do this without encroac hing unduly on the capital invest- 
ments in industry that are needed to sustain a high rate of industrial 
growth. Thisisa difficult task, and to what extent they can accomplish 
it still remains to be seen; the results of these current endeavors, 
especially in agriculture, will be bound to have important consequences 
for the economy generally, including industry. 

For many reasons, chiefly the new agricultural programs, the dif- 
ficulties in feeding a rapidly growing urban population, and the 
urban housing shortages, the Government cannot recruit new labor 
for industry as easily as it did in the past. hoedieals. in expanding 
industry in the future it must rely increasingly on measures to raise 
labor productivity that demand scarce capital for their realization. 
This must be recorded as still another retarding factor, so far as 
future industrial growth is concerned. 

These adverse factors add up to an impressive list, and together 
I believe they could be serious, but in grappling with them Khrush- 
che v and his colleagues have at their disposal a potent weapon. This 
is the Government’s totalitarian control over the share of the national 
income going to capital investment, and over the division of capital 
investment between industry and other economic sectors. The claims 
of agriculture and consumption generally are pressing, but so far the 
Government has avoided tr ying to satisfy these claims at the expense 
of industrial growth. If only Khrushchev can continue to prevent 
any real break in the tempo of industrial expansion he may be able, 
in time, to concentrate even more of the capital industry produces on 
its own further growth. Possibly he will be able to do this—as he 
unquestionably hopes he can—while still increasing investments mod- 
estly in other branches, including agriculture. With good luck, the 
Russians conceivably might continue for many years to lift themselves 
by their own bootstraps in this way. 

While devoting perhaps one-fourth of the national income to capi- 
tal investments, Stalin also found the means needed to support a cold 
war inilitary force. Khrushchev and his colleagues could hardly cut 
their military budget, on economic grounds alone, and, contrary to a 
current view, they have not invari: ably cut it since they came to power. 
At least the originally projected budget defense figure for 1955 ap- 
pears to have involved an increase. Cuts in the budget tary defense 
figures in money terms for other years are in any ¢ ase difficult to judge, 
in view of the parallel cuts of uncertain magnitudes in the prices of 
industrial goods; and without details on other components in defense 
outlays, caution seems in order also in construing announced cuts in 
manpower alone. Circumstances permitting, however, Khrushchev 
might obtain additional resources for industrial expansion in this way 
and so cope the more effectively with his adversities. 
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REFORMS IN AGRICULTURE 


The recent trends in agriculture and living standards alluded to 

earlier may warrant further brief comment. Under Stalin’s 5-year 
ah ins industry scored dazzling successes but agriculture lagged far 
behind. In 1952, the year before Stalin died, the Russians produe ed 
8 times as much steel as they did in 1928, the year when the first 5-year 
plan began. In 1952 they probably produced little more than 90-95 
million tons of grain, compared with about 80 million tons in 1913. 
Meanwhile, the population grew from 140 to 185-190 millions, or by 
one-third. Although there were considerable gains in some lines, for 
example cotton, other branches, especially livestock, scarcely pro- 
gressed at all. At the time of Stalin’s death the Russian diet was, 
in important ways, inferior to that in 1928, and that was poor enough 
by almost any standard. 

In the face of this extreme unbalance, Khrushchev and his col- 
leagues, since 1953, have initiated a number of reforms in the collec- 
tive farm system, including measures to improve peasant incentives, 
and several grandiose new projects, particularly a vast expansion of 
the grain-sown area by the use of virgin and idle lands in the east, and 
a great campaign to extend the cultivation of fodder corn. 

Stalin’s successors have shown exceptional vigor in implementing 
many of these measures. By this summer, for example, they had 
added more than 90 million acres to their total cultivated area, but 
most Western experts on Russian agriculture appear to feel that the 
future progress will be slow. The reforms, especially the increased 
incentives, will be generally beneficial, but under the unfavorable 
Soviet soil and climatic conditions the new lands and corn projects 
may not yield returns at all coimmensurate with the great efforts 
expended. 

ATTEMPTS TO RAISE LIVING STANDARDS 


Under Stalin, living standards lagged along with agriculture. In 
1928 the average city dweller occupied an average of 7. “l square yards 
of floor space. “In 1952, this had fallen to 4.7-5.3 square yards. After 
taxes and bond deductions, the average industrial worker in 1952 
could buy 10 percent less goods than in 1928. This is in terms of a 
1937 “market basket.” In terms of a 1928 “market basket,” contain- 
ing more meat and other goods that later became scarce, the cut in 
“real” wages from 1928 to 1952 was 37 percent. Because of the 
increase in the number of female workers and therefore in the number 
of breadwinners per family, the city dwellers fared better than the 
figures on “real” wages might indicate. Under the 5-year plans, 
the farmer prospered no more than the city worker and perhaps less. 

Stalin’s successors have been seeking to ameliorate the lot of the 
worker not only by expanding agricultur al production but also in 
other ways. Partly through the acceleration of consumers’ goods 
manufactures and partly through increased imports they managed 
in 1953 and 1954 to increase rapidly the volume of consumers’ goods 
offered for sale in the city and the country. 

Judging by the official reports on retail trade the r: ate of increase 
in the volume of consumers ’ goods has slowed greatly since 1954, and 
in relation to the vast needs the Russians have been making only 
limited progress in housing, but the Government. has introduced this 
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year a whole series of new measures that tend to improve the workers’ 
lot. 

Last March the Government cut working time in industry by 2 
hours a week. It avowedly is planning to cut hours further in the 
future. In July of this year, the Government reformed the social 
insurance system, mainly in the direction of providing more generous 
pensions to retired and disabled workers and their dependents. Last 
month it initiated a general increase in the wages of the lowest paid 
workers. In May of this year, the Government abolished legislation 
introduced in June 1940 providing for the criminal prosecution of 
workers leaving their place of work without the permission of the 
factory director. 

While material progress has not been as fast as the Russian people 
hoped since Stalin’s death, we should not underestimate the gains 
that have been achieved. 

Even the briefest presentation must refer to the recent trends in 
the foreign economic sphere, especially foreign economic aid. The 
outstanding facts, as far as they are known to me, are these: 


EXTENSION OF CREDIT AND CAPITAL BY SOVIET UNION 


The Russians are becoming an increasingly important supplier of 
capital to the orbit. While Soviet withdrawals from the orbit in 
the form of reparations and other exactions have now ceased or have 
been reduced, the Russians recently have been granting sizable credits 
to the orbit, especially China. The Soviet Union may well be con- 
tributing on the order of several hundred million dollars’ worth of 
goods and services a year to help finance accelerated industrialization 
in China. The extension of credits has gone hand in hand with the 
provision of technical assistance and both tend to reinforce the close 
economic ties previously established and still maintained within the 
orbit through the concentration of the vast bulk of orbit foreign trade 
within this area. 

Outside the orbit, the Russians and also other orbit countries have 
lately extended a number of credits. The total involved according 
to one report, about $700 million since 1953 seems modest by United 
States standards, but the funds have been carefully directed to coun- 
tries where the Russians might hope to compete effectively with the 
West, especially Yugoslavia, India, Afghanistan, and Indonesia. 
Moreover, the Soviet funds have been offered on favorable terms. 
The Indians, for example, will be able to pay for their steel-mill credit 
in rupees rather than foreign exchange and 2.5 percent interest. On 
all sides credits are reinforced by complementary measures for techni- 
cal assistance. 

Orbit trade with the free world generally is still on a minute scale. 
Tn 1955 the entire bloc accounted for but 2.6 percent of the free world’s 
total trade, that is, about as much as was accounted for by Italy alone. 

Trade with the free world has been expanding, however, and has 
reached significant proportions with some less advanced countries, 
especially Egypt. In 1955 Egypt sold 26.7 percent of her exports to 
the bloc and purchased 6.8 percent of her imports from the bloc. In 
the second half of last year the bloc took 40 percent of Egypt’s ex- 
ports of cotton. 
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In view of the Russians’ preoccupation with their own industrial 
development it has often been assumed that they would have neither 
the interests nor the capabilities to compete effectively with the West 
in the foreign economic sphere. On the record to date this is certainly 
an overoptimistic view. Khrushchev is giving Russian industry first 
priority, but apparently the expansion of the orbit generally, espe- 
cially China, is also a very active concern. The Soviet Government 
generally does not appear to be interested or able to underwrite eco- 


nomic development outside the orbit on any wholesale scale, but it 
clearly wishes to win friends and influence people outside the orbit as 


well, and if Russia’s overall capabilities are limited we should not 
underestimate the great advantage of flexibility she possesses through 
the government’s totalitarian control over capital investments and 
the state monopoly of foreign trade. 

In the economic sphere, the current Soviet scene presents us with 
elements of continuity and elements of change, and these must pro- 
voke diverse reactions on the part of thoughtful citizens concerned 
with United States foreign policy. A sincere attempt on the part 
of the Soviet Government at long last to provide the Russian people 
with more satisfactory living conditions can only be welcomed in this 
country, although successes in this sphere might be little more cause 
for complacency than failures. The continued Soviet accelerated 
industrialization drive and the Soviet foreign economic endeavors, 
in the opinion of this witness, constitutes challenges which we hardly 
can afford to ignore. 

Mr. Gorvon (presiding). Thank you for your very informative 
statement. 

I have no questions at this moment so I will call on Mr. Chatham. 

Mr. Cuatuam. I thank Dr. Bergson for coming down. Do you 
read the Current Digest of the Soviet Press? ' 

Dr. Berason. Yes, indeed. 

Mr. Cuatuam. I think all members should read it. I have no 
questions. 

Chairman Ricwarps. I would move that we continue with ques- 
tions after the lunch hour. 

Mr. Gorpon (presiding). We will recess if it be the desire of the 
committee and have our lunch now. We shall recess at this moment 
and return at 2:30. 

(Whereupon, at 12:50 p. m., the committee recessed to reconvene 
at 2:30 p. m. the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2:30 p. m., Hon. James P. Richards 
(chairman) presiding. ) 

Chairman Ricuarps. The committee will come to order, please. 

Mr. Bergson, we enjoyed very much your statement on the current 
economic trends in the U. S. S. R. I want to ask you one question. 
What are we going to do about it? 

Dr. Berason. Congressman, that is certainly a big question. The 
economic facts, of course, have to be taken together with many, many 
other facts if we are to draw any conclusions. | ” 





98 FOREIGN POLICY AND MUTUAL SECURITY 


THE RUSSIAN ECONOMIC CHALLENGE 


I have a few thoughts which might be worth recording here, Con- 
gressman. The Russian economic “challenge at home and abroad is 
important. The total amount of Russian ‘foreign economic aid out- 
side the orbit is not very big in relation to the billions of dollars we 
are usually concerned with in this country, but the Russians have 
been very selective in their targets and the aid has been associated 
with a very flexible foreign economic policy generally. The Russians 
are quite flexible with regard to their foreign trade. They can buy 
rice if they think it will serve a foreign policy y purpose for them to 
buy rice. They can buy other things ‘that may be important to one 
or another backward country to sell them so they have a good deal of 
flexibility in the economic sphere which makes their rubles go much 
further than the total amount might suggest. 

We have to bear in mind, too, that our own efforts have often not 
been so great in the target areas the Russians have selected. They 
and other bloc countries have actu: ally made very large loans to Yugo- 
slavia in the last year or so. The total amount comes to perhaps $300 
million. 

Within the orbit and especially in respect to China the Russians are 
engaged in a really significant effort even in terms of the total involved. 


RUSSIAN INFLUENCE IN INDIAN AND CHINESE DEVELOPMENT 


I, myself, am skeptical that the Russians are prepared to make a 
great effort outside the orbit to develop any particular country. But 
they are making a very sizable effort in China as far as we can ascer- 
tain. This issomething we have to think about a good deal here. We 
ought to sit back and ask ourselves what this means, not merely in 
terms of the d: ay-to-day circumstances but in terms of the long-run 
outlook. What will the situation be 5 years from now or 10 years “from 
now if the Chinese are able to move ahead rapidly as they plan to do 
and the Indians, rn auaiahe. have not been able to move ahead very 
much? I am sure the Russians are thinking in these terms. The 
Russians made great progress; they have m: ade great economic prog- 
ress, especially in industry, in the course of time, but capital is still 
tight in Russia. They have great ambitions and accordingly they 
want to use their capital to a great extent to develop their own indus- 
try, but nevertheless as far as we can make out the Russians are sparing 
a sizable amount of capital to accelerate the Chinese development. 

In doing so they have many factors in mind but among them is their 
long-term political aim in Asia. If Chinese development can be pro- 
moted, it might be worthwhile for the Russians to invest in this even 
to some extent at the sacrifice of their own development. Chinese 
development is being promoted, say, relatively to India’s. 

It is true the Russians are aiding India but it is important to distin- 
guish between the kind of aid given to India, a sort of retail, showcase 
aid, and the kind of aid going to China which looks like very substan- 
tial, wholesale aid. I doubt that the Russians would be prepared to 
make the kind of commitment in India that they are making in China. 
They want the Chinese development to show up very well in the long 
run and, while they want to win friends in India, they have rather 
different objectives for the visible future in these two areas. 
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Well, it does seem to me that this kind of situation—this is, of course, 
just part of the total picture—is among the factors that do justify the 
kind of review, if I may say so, that this committee is undertaking 
right now. 

LONG-RANGE VIEWS ON FOREIGN AID 


I would urge, if I may, that the committee think not only of the short 
run but the very long run in this connection. One of the outstanding 
features of Soviet policy over a long period is that they have taken 
very long-run views. Stalin was notable for his willingness to take 
long-run views and the Russians are still doing that. I feel that we, 
ourselves, have to do that if we want to meet their challenge effectively. 


NEED FOR EXPANDED FOREIGN AID 


Chairman Ricwarps. You think we should continue the basic facets 
of our foreign-aid program ? 

Dr. Bereson. Mr. Chairman, my knowledge in this area tapers off as 
I get into the specifics of the situation. From a general view and on 
the basis of my study of Russia in particular, I feel that this should be 
given very high priority by this Government. If anything, I have to 
join with those who feel our efforts should be expanded in this area. 


SEPARATION OF MILITARY AND ECONOMIC AID PROGRAMS 


Chairman Ricwarps. Do you think in legislation military aid should 
be disassociated from economic aid ? 

Dr. Berason. I feel as Mr. Mosely does, Mr. Chairman, that in the 
past our foreign economic program has suffered to some extent because 
these two aspects have been too intimately connected. We might get a 
bigger bang per dollar, better results per dollar, if these two were not so 
closely associated in the future. 

Chairman Ricwarps. And get the same benefits for ourselves as a 
country ¢ 

Dr. Berason. I think so. 


LOANS VERSUS GRANTS 


Chairman Ricuarps. Assuming we are going to continue our pro- 
gram of economic aid, do you think that the emph: isis should be on 
loans as Russia has done or should it be with the emphasis on grants? 

Dr. Bercson. Well, Mr. Chairman, I am not sure that there is a case 
for shifting to grants in this area. I have the feeling—TI do not speak 
with any deep knowledge on this matter—that the need to repay the 
loan in time, I do not have the feeling that this, in itself, is a real bar- 
rier to the promotion of the kind of aims we are interested in promot- 
ing. Probably some of the recipient countries would just as well have 
us making loans rather than grants. You do get the feeling, even if 
you do not make a serious study in this area, that these people are very 
touchy and are very much concerned to maintain their dignity. From 
that standpoint many of the countries would really prefer to have us 
make loans. 

The matter of the terms is very important. The Russians have been 
making loans but at very low rates of interest, which they can do easily. 
They can fix the rate arbitrarily without regard to any domestic fac- 
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tors. Also, they have established very favorable provisions for repay- 
ments. The Indian steel loan is being repaid in terms of the Indian 
currency so that the Russians are agreeing to take Indian goods in 
repayment and the Indians, accor dingly, escape any foreign exchange 
problem. 

The Afghanistan loan will be repaid similarly. 

This matter of repayment, I feel, is very important to the recipient 
countries; the terms of repayment. 

Chairman Ricwarps. Of course, one argument against the loan 
procedure heretofore has been we lose control of the kind of projects 
it will be applied to. It may be that any government that borrows 
money will say “I will do as T please with it.” Heretofore in giving 
grant economic aid we have had a say-so in what kind of projects 
would be developed by the country. 

Dr. Brercson. I am not sure that is so generally, that we have lost 
control. Of course, we do exercise some control in making the initial 
decision on whether to make a loan at all. You meant loan, by the 
way, when you said that ? 

Chairman Ricuarps. Yes. 

Dr. Bercson. We have some control at that point. 

I agree with the previous witness that this is a very delicate area 
generally. The less-advanced countries are very concerned that we 
do not intervene too actively in their affairs. This is a feeling we 
will have to reckon with if we are going to be successful in our for- 
eign economic aid program. The Russians, to my knowledge, have 
been very correct in this regard. You see, as Mr. Mosely points out, 
they have means to intervene politically in practically every country 
in the world and this is an area where they can exercise some ‘influence. 
But in dealing with economic aid they have been quite correct and to 
my knowledge have not tried to press these countries in one direction 
or another. That i is, the projects seem to grow out of the country’s 
own demands to a very real extent. 

Chairman Ricuarps. In this country we believe in mutualism. A 
large segment of Congress has believed that if we aided a foreign coun- 
try, it should stand up and be counted on our side. I see exactly what 
you are talking about. By insisting on countries taking sides we may 
drive them in the wrong direction. I am taking too much time. 

Mr. Smith? 

SOVIET INDUSTRIAL PRODUCTION 


Mr. Smiru. I am sorry I did not hear your statement this morn- 
ing, Dr. Bergson. I have only one question. We have bandied about 
here the expression “a long-range program.” In this instance, what 
would you consider a reasonable period of time for a long-range pro- 
gram—10, 15, 25, 50 years? 

Dr. Brercson. When I was urging that we take a long view, I had 
in mind not necessarily that we had to commit ourselves to some spe- 
cific long-term project, but rather that we take into consideration long- 
range gains and possibly long-range losses from inaction in formulat- 
ing a program for 1 year. We should consider that Russia in a period 
of 5 or 10 years will very much increase its industrial production, and 
that another 5 or 10 years will probably see a very large expansion 
of Chinese potential, and if there are not counteracting forces it is 
possible there will be a very large lag in India. It seems to me that 
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we have to begin to act well in advance if anything is to be achieved 
in these circumstances. 

Mr. Smiru. The long-range aspect, then, would depend to a degree 
on the country involved? Would it not depend on the country we 
had as the target? 

Dr. Berason. Well, I should think, if I may respond very quickly 
to what is really a very complex question, you would have to take into 
account all these targets at one time, and a lot of them are targets that 
are very important from the standpoint of what the situation might 
be 5, 10, or 15 years hence. This kind of factor is often referred to 
in the press and elsewhere, this factor of Indian and Chinese competi- 
tion. It is the kind of thing it is very easy to sit by on, because next 
year and the year after it is not at all apt to be critical. But given 
the forces we can see operating now—the Chinese control of their own 
capital investments, and the Russian aid, are forces that are operating 
now—it seems to me there is a very real possibility that in 5 or 10 
years these forces might be very important to us in an adverse way. 

Mr. Smiru. Those of us who have to go to the people with these 
problems, at least in my part of the country, find it difficult to sell the 
idea of a long-range program. My own reaction is, we have to look 
at it long range, but to say we will adopt a general principle of a 
5- or 10- or 15-year program, that is very difficult for me to sell to my 
people. 

Dr. Brerason. The Russian leaders do not face this problem as we 
face it, and they can make commitments in China at a real cost to the 
Russian people. We have heard a great deal about discussions in 
Russia about investments in consumers goods as against investments 
in heavy goods. Khrushchev and his colleagues are able to make a 
commitment in China without appealing to the Russian people, and 
they can do that in terms of very long-range objectives. Stalin prof- 
ited by being able to make long-range commitments with long-range 
gainsinmind. We have to bring home to the people that the Russians 
have this advantage, and we ourselves have to consider these long-term 
factors if we are to act effectively. 

Mr. Smirn. Thank you very much. 

Chairman Ricnarps. Mr. Gordon. 


COMPARISON OF UNITED STATES AND SOVIET INDUSTRY 


Mr. Gorvon. Dr. Bergson, you mentioned in your statement this 
morning that the industry of Russia is growing 2 or 3 times faster 
than that of the United States. Will you elaborate on that? 

Dr. Brreson. I am glad to have a chance to say a word more about 
that. I think these are the facts: The percentage rate of growth 
per year is 2 to 3 times faster than the American rate of growth 
now. Now, there are some facts that ought to be kept in mind in 
appraising what this means. The Russians are still far behind us, as 
the total Russian output is smaller than ours. Their total industrial 
output is of the order of one-third or two-fifths of ours. So that 
notwithstanding that they are growing percentagewise very rapidly ; 
the absolute growth of the Russians is no greater than ours in terms 
of tons of steel per year, and so on. But growth of this type would 
in course of time bring absolute gains to Russia, because in course 
of time if anything like the present divergence in growth rates per- 
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sists, the Russians would begin to close the gap not only relatively, 
which they are doing now, but in absolute terms. 

Mr. Gorpon. How much of the Russian production is exported and 
how much is consumed at home ? 

Dr. Bergson. On the whole, their exports are mainly for the satel- 
lites and are a very small part of their production. Foreign trade 
is not as important to them as it is to the United States. 

Mr. Gorpon. That is all. 

Chairman Ricwarps. Mr. Carnahan. 


FLEXIBILITY IN RUSSIAN TRADE 


Mr. CarnaHan. You suggested, I believe, that the Russians re- 
sorted to trade as assistance to a country. Do you mean they might 
purchase a commodity they have no need for in their economy ? 

Dr. Brreson. There are several sides to the picture. They can use 
many, many things. They are very short on agricultural, produce 
which is p1 -oduced | by many of these backward countries. When they 

take rice from Burma, they can use it. The Russian people are glad 

to have it. At the same time, they are able to interpret their needs 
in a very flexible way, and if they feel there is a significant political 
advantage in buying more from one country at a particular time than 
they did before, they can do it. They have enough control over the 
situation to maneuver in a very flexible way. This gives them a very 
significant advantage. All the evidence we have is that, outside the 
orbit, the Russians still want to maintain their autarchic policy. 
They do not want to be dependent on the West for their essential 
a. 

At the same time, what is often involved is a relatively small amount 
of goods from the Russian standpoint. The Russians consume mil- 
lions of tons of grain a year. The amount of rice they may purchase 
from Burma is very small in relation to the overall Russian picture. 
So you have a lot of flexibility. They can go places without abandon- 
ing their autarchic principles. 

Mr. CarnaHan. And they have the advantage of being able to 
shift to a different commodity if necessary ? 

Dr. Bereson. Yes. 

Mr. CarnaHan. That is all. 

Chairman Ricuarps. Mr. Chatham. 


RECOGNITION OF RED CHINA 


Mr. Cuatuam. I am going a little far afield, but I think it is 
pertinent here. In 1950 I made a speech advocating the recognition 
of the Peoples Government of China on the theory Chiang Kai-shek 
would never get back on the mainland of China. Conditions have 
changed, but I still think he will never get back on the mainland. 

Do you think, first, that we will someday recognize the People’s 
Government of China? To me that is very important. 

Chairman Ricwarps. You do not want to ask whether we will recog- 
nize the People’s Government of China; do you? 

Mr. Cuatuam. Yes. 

Chairman Ricwarps. You want him to get into a political argu- 
ment ? 
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Mr. Cuatuam. No. I am asking for his opinion as an expert. And, 
second, I want to ask, should we open up trade with China, because 
I have always thought international trade is the road to international 
peace. Those are two rough questions. 

Dr. Brreson. You asked about whether we should open up trade 
with China? 

Mr. CuatHam. Yes; and in the foreseeable future do you think we 

should recognize the People’s Government of China? 

Dr. Brrcson. W ell, Congressman, if you ask what we will do in 
this area, I think what you need is an expert on America and not an 
expert on Russia. 

Mr. Cuatuam. I think it is to our interest to recognize the People’s 
Government of China. 

Dr. Bereson. It is the kind of question that everyone in this country 
ought to be facing. From a very long-term standpoint, growth of 
the Chinese and Russian industrial potential poses a very substantial 
problem for us, and I feel that one of the few effective ways we have 
to deal with this is to do what we can to help build up the industrial 
potential of other countries with very large populations, such as India. 

We have to face the fact that the world balance of power is shifting 
and will continue to shift, and we have to think imaginatively of new 
ways to channel the forces that are in motion so that the outcome will 
be favorable or at least not unfavorable to us. 

We also have to ask ourselves if there is any possibility of attacking 
this problem by encouraging centrifugal forces in the orbit. There 
are centrifugal forces. We see that in Y ugoslavia, for instance, and 
presumably there will be forces like that in China, and one of the 
things we have to consider is whether we might be able to encourage 
forces of this kind from a long-range standpoint. 

Mr. Cuatuam. Would youconsider Japan there ? 

Dr. Brrason. In this picture Japan is a very significant element, 
but I do think of the Chinese potential in course of time as running 
in larger dimensions, because of the enormous population that goes 
with it. One of the questions we have to explore seriously is whether 
the growth of the Chinese-Russian potential cannot be dealt with 
by encouraging forces which tend to separation of these areas. 

Mr. Cuatuam. Including Japan ? 

Dr. Bergson. Japan is not in this orbit, and it certainly is to our 
interest to keep her from getting into it. 


TRADE WITH RED CHINA 


Mr. Cuarnam. How about opening trade with China? How do 
you feel about that ? 

Dr. Bereson. I have felt, I guess, like most people in this country ; 
that, in view of the Chinese actions in North Korea, our actions re- 
garding Western trade with China were in order. I have felt that 
politically this was a proper thing to do, given the situation we faced 
in Korea. The situation has not cleared up yet and this has to be 
considered in connection with our trade policy with China. 

In regard to our long-term situation, assuming the political factors 
evolve favorably, I am sure that these trade controls are awkward 
for the Chinese. The Chinese are handicapped by them. I doubt 
that this is going to be a vital handicap to them. Accordingly we 
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can afford to appraise this situation in terms of what the costs are 
to us and our allies. The gains to us are not so impelling that they 
must necessarily rule out another policy. The controls have been a 
constant source of friction between ourselves and our Western allies. 
There has to be a balance, and in drawing the balance we should con- 
sider that the gains to us in handicapping China are not likely to be 
vital, although there is no question the Chinese industrial drive is 
impeded. 

Mr. CuatHam. Thank you. 

Chairman Ricwarps. Mr. Hays of Arkansas. 


REDUCTION IN SOVIET MILITARY ESTABLISHMENT 


Mr. Hays of Arkansas. Dr. Bergson, I want to ask you about a 
statement you made this morning. I do not recall your exact words, 
but I believe you said Russia could hardly afford to reduce her military 
budget on economic grounds alone? Was that it in substance? 

Dr. Berason. Yes. 

Mr. Hays of Arkansas. I am not sure I understand that. Would 
you elaborate on that point ? 

Dr. Berason. Well, Congressman, there are two questions that arise 
here: What have the Russians been doing in this area and what are 
they likely to do in the future, and how do economic factors appear in 
their decision ? 

I wanted to caution the committee against taking their budget de- 
fense figures at face value. You know they have announced cuts in 
their budget defense figures. There was actually one increase in 1955 
and even the cuts for other years are difficult to interpret because the 
Russians are cutting prices at the same time. They do not announce 
what {he cut meant in real goods. They merely announce so many 
million rubles will be cut from defense. We should bear in mind 
that industrial prices have been falling in Russia since 1949. 

They have announced manpower cuts, but they have not told us 
about other parts of the military establishment and here, too, some 
caution is in order. 

The economic situation, while it is difficult for the Russians, is not 
of such a critical character that they will cut defense for economic 
reasons alone. If the international situation is very favorable they 
would be glad to have the opportunity from an economic standpoint 
to reduce the military budget, but I do not think they will decide this 
on economic grounds alone. It is sometimes suggested their economic 
condition is such they cannot afford to maintain a large military 
establishment. I say, “Ww ell, if they can cut the military budget they 
can build their economic str ucture, ‘but I do not think their economic 
situation is such that this alone would be sufficient to cause them to 
cut their defense.” 

Mr. Hays of Arkansas. Do they ever have the kind of pressures we 
have at times in this country that armament programs are essential to 
full employment and economic health ? 

Dr. Brreson. For the foreseeable future I do not think that would 
be important to them. The government controls their total invest- 
ment. In this country capital j investment is largely decided by indi- 
vidual businessmen. The government in Russia decides this: And 
when they cut down on defense they can raise investment if they want. 
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If they want, they can allocate more resources to consumption. Given 
their control, I do not think the need to maintain full employment 
would work this way. They can get that anyhow. 

Chairman Ricuarps. Mrs. Kelly. 


SOVIET INDUSTRIAL PRODUCTION 


Mrs. Krxty. I would like to rephrase a question that I think you 
answered but it was not clear to me. Is Russia shifting to industrial 
production at the expense of the military production ? 

Dr. Bercson. The total shift in their production since Stalin’s death 
has been very, very limited. They have invested a little more of the 
total in consumers goods. They are still allocating the bulk of their 
capital investments to heavy industry. They may have cut defense 
a little. I do not think there has been any major shift. To sum 
up the emphasis in this area is still predominantly what it was under 
Stalin, in heavy industry, but there have been some shifts on the 
margin that have been favorable to agriculture and other branches. 


COMPARISON OF POPULATION CHANGES IN U. S. 8S. R., INDIA, AND 
UNITED STATES 


Mrs. Ketty. How is the Russian population increasing in relation 
to that of the West ? 

Dr. Brrason. Well, right now the United States population is 
increasing just as rapidly as the Russian population, at the rate of 
about 114 percent per year. 

Mrs. Kerry. How is the Russian population increasing in compari- 


son to India? 

Dr. Berason. I regret I do not recall the recent figure for India. 
Do you know ? 

Dr. Mosery. The Indian population is increasing very rapidly, about 
4 or 5 million a year. 

Dr. Berason. The Russian population is increasing by about 3 mil- 
lion a year, at the rate of 114 percent per year. Our rate of growth 
is about the same but the absolute increment is smaller, 


EFFECTS OF POPULATION CHANGES IN THE U. §S. S. R. 


Mrs. Ketiy. Will that have any effect on their domestic policy or 
the need to shift from the military buildup to more economic policies ? 

Dr. Brerason. They have industrialized up to now to a very great 
extent by the use of more labor in industry, and this has meant a very 
rapid growth of the city population. They have taken a lot of people 
into the cities. In the 5 years 1950-55 the city population in Russia 
grew at a rate of about 414 percent a year. That means that even to 
stand still in thixgs like housing standards and retail sales they have 
to produce much more goods. 

This has been one of the serious problems Khrushchev had to face 
when he came into power. If the Russians want to continue to expand 
industry, the question arises, are they going to let the cities continue 
to grow? If they do that, how will they house and feed this addi- 
tional 414 percent a year ? 

Their answer in part is the new measures they have adopted. In 
agriculture they are trying to raise output, but they are trying to 
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do that without cutting materially the amount of capital going into 
industry. They are also trying now to raise industrial output to a 
much greater extent than before by improving labor productivity. 
So far as they can do this by raising labor productivity, there are 
not so many mouths to feed in the city. One of the reasons why they 
are emphasizing labor productivity so much is to limit the increase 
in mouths to be fed in the city. They are maneuvering so as to main- 
tain their high rate of industrial growth and they tailor other things 
accordingly. They will try now to build up industry, without such 
a rapid increase in the city population. 

Mrs. Ketiy. Have you any new figures on the number of people 
in slave camps in Russia ? 

Dr. Berason. No, I do not. 

Mrs. Ketry. Is there a restlessness among the Russian people in 
that respect ? 

Dr. Bercson. My impression is that there has been some relaxation 
in this area and that a number of people who were in camps have 
been released since Stalin’s death. 

Mrs. Keuiy. That is all, Mr. Chairman. Thank you. 

Chairman Ricuarps. Well, Dr. Bergson, we thank you. I am sure 
your testimony will help us a lot. 

Dr. Bercson. Thank you, Mr. Chairman. 

Chairman Ricwarps. I want to call next on Dr. Alex Inkeles. 
Dr. Inkeles, we are glad to have you here and appreciate your coming. 
We will be glad to have your statement. 


STATEMENT OF DR. ALEX INKELES, RUSSIAN RESEARCH CENTER, 
HARVARD UNIVERSITY 


(Formerly with Office of Strategic Services, 1943-46; consultant, 
Program Evaluation Branch, International Broadcasting Division, 
Department of State, 1949-50. Author of Public Opinion in Soviet 
Russia, a Study in Mass Persuasion; coauthor of How the Soviet 
System Works) 


Dr. InxeExks. I want to apologize for the fact that I did not havea 
chance to coordinate my remarks with those of Mr. Mosely. However, 
I think it might go to show there is some agreement between the ex- 
perts, and I think there will be sufficient differences in emphasis so that 
my presentation will not be entirely a repetition of his remarks. 


EXTENT AND MEANING OF RECENT CHANGES IN U.S. S. R. 


For decades enemies of oppression and lovers of human freedom 
have hoped that the Soviet people might someday win some surcease 
from the political terror and the economic oppression under which 
they have so long labored. Now almost every day brings news of the 
revocation of some old legislation or the announcement of some new 
program or policy which seemingly promises to better the political and 
economic position of the Soviet people. There is reason to believe 
that we have not yet seen the end of such concessions, or better grants, 
made by the present leaders. Of the multitude of questions raised 
by these developments, I would like to restrict my formal statement 
to two: What is the extent and meaning of the changes which have 











FOREIGN POLICY AND MUTUAL SECURITY 107 


occurred or likely will occur in the Soviet situation and what seem 
their probable cause or causes ¢ 

To consider, first, what has changed on the domestic scene we may 
note : 

1. Most obvious, there has been a shift which almost no one doubts, 
from absolute dictatorship—which the Soviets euphemistically call 
one-man rule—to dictatorship by a committee which they ca)) collegial 
rule. Although in the long run it is likely that one man will emerge 
with more absolute power, committee rule could persist for some time. 

2. The systematic secret-police terror has been so tremendously re- 
duced as to seem at a virtual halt as compared to the levels of police 
activity which have characterized the Soviet Union through most of 
its history. No less important for the future has been the marked 
reduction in the size, the importance, and especially the autonomy 
of the nantes apparatus. ‘Thousands have been released from 
the forced labor camps and many of the prominent victims of the 
purges have been publicly declared as rehabilitated. 

3. The overt expression of opinion and sentiment has greatly in- 
creased in the Soviet population. There is nothing in the Soviet 
Union which at all approximates the freedom with which people in 
Poland now voice their discontents on the street, and their misgivings 
and doubts in the press. But compared with the situation as of 1953 
or even 1955 there has been a great change, as many Soviet citizens 
hasten to point out in speaking to foreigners. 

4. Scientific and general intellectual discourse, including work in 
the arts, has been freed from some of the most extreme restrictions 
and controls of Stalin’s time. The orthodoxy is not only less rigid, 
but in some areas such as psychology, there seems at the moment to be 
no clear set official line and extensive discussions of a rather funda- 
mental nature are permitted the psychologists in the search for a new 
philosophy and program for the field. 

5. Contact with the outside world has been greatly increased. This 
includes not only the flow of official delegations into Moscow, which 
affects only a few, but also large-scale tourism, which reaches thou- 
sands, and the extensive showing of foreign films which reach millions. 
Soviet citizens, however carefully selected, have been abroad as 
tourists, and Soviet students are being sent to study in the univer- 
sities in the West. Foreigners in the Soviet Union can to an un- 
heard-of degree now make informal contact with Soviet citizens, be 
invited to their homes, and may even be visited in their hotel room. 

All the items on the foregoing list are examples of changes which it 
is exceedingly difficult to believe would have happened had Stalin 
lived until now. There are many other actions which have occurred 
since his death which could easily have been taken by Stalin, but 
which the people seem to take as part and parcel of the new milder 
dispensation. In particular I would cite here a series of welfare 
measures such as the new pension law; the total elimination of fees 
for upper secondary and college education; the new minimum-wage 
provisions; the reduction in the salaries of artists, inventors, and 
others having exceedingly high earnings and the eliminating of legal 
penalties for the performance of abortions. 
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REASONS FOR CHANGES UNDER THE NEW LEADERSHIP 


With regard to these changes we may ask what is their meaning as 
reflections of the nature and intentions of the current leaders, and 
what implications does this have for the strength or weakness, stability 
or instability, amenability or implacability of the current regime? 

One of the most widespread theories about these changes is that 
they were wrung out of the present leadership by or ganized or semi- 
organized interest groups such as the army or the engineers and in- 
dustrial managers; that they were granted out of the fear and weak- 
ness of the present leadership; and that once granted, they were 
visible evidence of the feasibility of winning concessions and hence 
an invitation to the population to make ever new demands for freedom. 
I find myself unable to find merit in any part of this theory. 

One of the central difficulties with such a theory is that it almost 
completely fails to deal with what has not changed in the Soviet sys- 
tem. Above all is the fact that the one political group, the Commu- 
nist Party, remains the absolute undisputed sole possessor of politica] 
power and administrative initiative. Further, within the party there 
is no more democracy or popular participation than before, power 
still being concentrated in the hands of a small self-perpetuating 
clique. There is absolutely no popular participation in the process 
of making the really fundamental decisions about the role of invest- 
ment versus consumption. Even within the sums allocated for con- 
sumption the people have little say as to what will be consumed. 


CONTINUED USE OF SECRET POLICE 


Despite all the talk about the evils of Stalin’s one-man rule, no 
real institutional safeguards have been developed to prevent a recur- 
rence. Despite the lowered rate of arrest, the leaders continue free to 
use the police as an almost personal instrument of terror, as in the 
elimination of Beria’s associates. It is clear that despite greater em- 
phasis on “legality” the law must stand aside when the party deems 
it necessary, and that the individual’s so-called rights extend only 
so far as the political leaders find convenient at the moment. 


CONTROL OVER INFORMATION 


The means of mass communication remain totally within the hands 
of the party and regime, and the control on access to information is 
still in the hands of the Government which prevents the entry of for- 
eign journals and jams the Voice of America. The trade unions 
remain instruments of the Government for mobilizing the workers to 
increase output at the same pay, and the professions, ‘such as law and 
medicine, continue without benefit of the great free professional 
societies so important in our democracies. The peasant continues to 
be a poor sharecropper working for a boss as exacting as any known 
anywhere in his ability to get a larger share of the cr and get his 
share first. The non-Russian nationalities of the Soviet Union con- 
tinue to be so sharply restr icted in their autonomy as to still invite the 
term “prison of nations.” 

These and dozens of other features of the now classic inventory of 
Soviet institutions continue unchanged. There is » furthermore, little 
or no indication in Soviet sources that they are meant to be chi inged. 
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On the contrary the regime goes to some pains to indicate these are 
by no means Sts ilinesque excrescences meant for extinction but endur- 
ing aspects of Soviet society. One cannot then but wonder that if 
the changes made were concessions wrung from a reluctant leadership 
why some of these unchanged features were not also included. And 
if there is a group able to exact changes, why is it not also powerful 
enough to demand that its representatives sit in the highest party 
councils ? 
MOTIVATION FOR CHANGE IN SOVIET POLICY 


It is my impression that the change in Soviet policy was in fact the 
product of a calculated decision made in the highest party echelons, 
and passed down from the top to the army, the man: gers, and engi- 
neers, and the society at large in the characteristic manner of Soviet 
rule. It is my opinion, further, that the fundamental motivation for 
the changes was neither weakness nor fear. On the contrary it was 
an expression of confidence made in anticipation of further success. 
One need hardly have been a member of the party presidium to be 
privy to the fact that in the last years of Stalin’s rule the Soviet system 
was operating at much less than its optimum potential. It had be- 
come extraordinarily bureaucratized and was stifling initiative and 
wasting human talents at a stupendous rate. But whatever its ineffi- 
ciency, “it was a safe system. The measures taken by the Soviet leaders 
after Stalin clearly implied looser controls as the price of greater 
efficiency. Such action would be taken only by an administration 
secure of its tenure and confident that it would not be swept away 
in the tide which might burst forth if the gates were canal even a 
tiny crack, 

POPULAR REACTION TO NEW SOVIET POLICY 


Careful study of the recent Soviet press, plus the impressions of a 
recent tour of a month’s duration, persuade me that the present lead- 
ers have been highly successful in their domestic policy. I believe 
that they are much more genuinely popular, even though vastly less 
the object of awe and fear, than Stalin was. They have er eatly re- 
duced tensions and grievances within the population, and “by a very 
modest investment in economic improvement for the population have 
succeeded in creating an atmosphere of hope and optimism which must 
be seen at firsthand to be appreciated. For the present the people 
seem very impressed and surprisingly satisfied by small increments to 
the standard of living, at least so long as they appear to be part of a 
continuing development. It may well be that the per capita con- 
sumption ‘standard is at present actually lower than it was in 1927 and 
1937. Certainly anyone who goes to the Soviet Union must be struck 
by the relative poverty of the common, and even the uncommon, people 
in a nation which is by absolute measure so wealthy and powerful. 
But our standard of judgment is not necessarily that of the Soviet 
people. In my recent trip I repeatedly asked people the seemingly 
innocent question : “Why in so rich and powerful a country is housing 
so scarce, clothing so poor in quality and style yet high in price, food 
either so limited in variety or so expensive?” ‘Almost without excep- 
tion this condition—generally admitted without argument—was at- 
tributed to the war, even in cities where the war had not directly 
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reached. Again and again I was urged to consider how far they had 
come since 1946, which seemed for most the natural basis for com- 
parison. Almost none spontaneously referred to the prewar period, 
and even when reminded of it, they seemed not to be interested in 
that “distant past.” The evils of that past which I enumerated were 
almost invariably met by the assertion that things were different now, 

and would change still more in the future. Thus, it appears that de- 

spite our continuous, and I believe proper, attention to the fact that 
the present leaders were Stalin’s lieutenants and are deeply impli- 
cated in his darkest deeds, the Soviet population appears in large meas- 
ure to absolve them from responsibility for the sins of the past, or at 
least to ignore them, and to credit them for the attainments of the pres- 
ent, whatever their real cause. 

In sum, then, I would describe the domestic situation of the present 
leaders, assuming they do not fall out among themselves, to be as good 
as it can be, allowing for the built-in deficiencies of the Soviet social 
structure. The present leadership is on the whole popular, and there 
is no major organized nucleus with either power and resources—or in 
the case of the Army, with the inclination or the incentive—to chal- 
lenge the group. Far from encouraging people to demand more and 
more and thus get entirely out of hi and, the concessions granted 

yrarious groups seem to have increased satisfaction and the kind 
of good will which disposes to patience and confidence. Mainte- 
nance of this state of affairs depends upon certain actions which seem 
to be well within the capacity of the regime. These include modest 
but steady improvements in the economic conditions of the people, par- 
ticularly in the supply of food, clothing, and housing; restraint in the 
use of the secret police; continuing to provide opportunities for social 
advancement from the ranks; and maintaining the main welfare fea- 
tures of the system. This stability assumes as well the avoidance of 
any radical intensification of the so-called process of building 
socialism, such as an effort to eliminate the peasant’s private plot and 
convert all the collectives into state farms. Similarly it assumes that 
no new radical measures will be attempted in the political realm, such 
as a strong campaign against the last slim vestiges of autonomy which 
still remain to the non-Russian nationalities in their union republics 


POSSIBLE CAUSE OF UPSET IN U. §S §S. R. 


No government is of course immune to crisis and upset. The pres- 
ent leaders must be reckoned v ulnerable to upset should there be cer- 
tain types of large scale economic crisis. Outstanding among these 
would Ee: a really catastrophic crop failure, or a less severe but long 
drawn out and progressive agricultural deficit. The present leaders 
are also vulnerable to upset as a result of a crisis involving loss of a 
very different kind of harvest, namely the crop of satellite Commu- 
nist states. Should the condition with regard to control over the 
satellite Communist parties continue to deteriorate, and in particular 
should some satellite be lost to control entirely, there would be a 
major crisis within the top Soviet echelon. In the ensuing struggle it 
is possible, but not likely, that the man or group presently held respon- 
sible for the soft policy would succeed in gaining acceptance for a 
volicy of greater relative equality and independence for the satellites. 
More likely he would lose out to a group favoring controls of the 
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Stalin type. Either outcome could be expected to have major reper- 
cussions on Soviet domestic policy, and in the long run on Soviet for- 
eign policy. 


SOVIET CHANGE OF MIND BUT NOT OF HEART 


I come now to the relation between the foreign policy of the United 
States and the developments I have sketched. _ By way by introduc- 
tion I wish to stress that despite the substantial change in the style 
and tone of Soviet foreign policy, I believe the long-range objectives 
have not changed significantly. The Soviet leaders continue to be 
devoted to the goal of establishing communism on a worldwide basis. 
The change in the conduct of foreign policy, like the change in the 
conduct of domestic policy, is important and welcome. But in both 
cases the long-range objectives remain largely the same as they were 
before. The present policies are simply more realistic, flexible, and 
better adapted to current conditions. They represent a change of 
mind but not a change of heart. 

Accepting this basic consideration we can still ask what our policy 

can do to maximize the chances for peace without sacrifice of our 
vital national interests. It is my opinion that ultimately the chan- 
nel for influencing Soviet foreign policy is American foreign policy. 
With one major exception to be noted below, I do not believe that 
we can significantly influence Soviet foreign policy through action de- 
signed initially to influence the course of Soviet internal affairs. In- 
deed, I believe we in America tend grossly to overestimate the potential 
influence we can have on Soviet domestic affairs “if only we spend 
enough.” 


EXCHANGE OF PERSONS AS CHANNEL OF INFLUENCE 


One major hope can, however, be held out. The process of internal 
change in Soviet society has not yet run its course. Further mellow- 
ing of the regime is not impossible, and no one can say with certainty 
how far the process of mellowing will go. There is some, although 
not necessarily compelling, reason to hope that the further this policy 
voes the greater will be the prospect that Soviet leaders will accept 
the idea of Re eaceful coexistence as more than a convenient slogan. 


There is really only one main channel of influence on that process 
which is open to us—namely increased movement of persons, and 
the impressions and images they carry, through the Iron Curtain. 
‘This assumes not only visits by Americans and others from free coun- 
tries to Soviet Russia, but equally visits from individuals of Soviet 
citizenship to the United States and Western Europe. And it assumes 
not only tourism, but more prolonged visits in the form of exchange 
programs involving industrial and agricultural specialists, music 
and art groups, professors, and students. It would be difficult to exag- 
gerate the hunger of the Soviet people for more information about 
American life. It would be equally difficult to exaggerate the degree 
of their ignorance—and much worse—the level of misinformation 
“bout America. Although new ventures, like the magazine Amerika, 
can and will help, I strongly believe in the value of first-hand con- 
tacts as a source of influence on public opinion. 
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I- believe we would be remiss indeed if we failed to exploit to the 
full this single channel of potential influence which is open to us and 
which might contribute significantly to the continued liberalization 
and perhaps the ultimate democratization of Soviet society. 

Chairman Ricuarps. Thank you. That is another fine statement. 

We will call on Mrs. Kelly first. 


YUGOSLAV SITUATION VIS-A-VIS SOVIET UNION 

Mrs. Keir. In your statement I think I heard you say Yugoslavia 
was lost at one time to the U. S. S. R. Do you believe at this point 
that Yugoslavia is back completely with the U.S.S. R.? 

Dr. Inxexes. I have difficulty only with the word “completely” in 
your question. Compared to the situation which prevailed in the years 
immediately after the open break, they are very far back in. 

Mrs. Ketiy. Very far back in ? 

Dr. Inxetres. Yes. However, compared to the situation of Po- 
land and, let us say, Czechoslovakia in particular, they are still pretty 
far out. From our point of view the really critical question in terms 
of future developments is the problem of control over the satellites, 
and that is why I stress that as one of the main potential sources of 
upset for this Government, that is, for the Communist regime. The 
question is, “What will be their ability to devise a new policy or pro- 
gram with regard to this area?” They have absolutely no experience 
In running a coalition combining moderately independent members. 
Unlike their own population at home, they are dealing not with a 
largely docile and reasonably fearful group of citizens. Rather, they 
are dealing with countries which have been under Soviet rule for only 
10 years, have certain internal pressures, and sometimes have hated 
the Russians. All those factors make this an exceedingly difficult 
problem. 

Yugoslavia remains at the present time, despite the fact it is now 
substantially back in, the most embarrassing of all the phenomenon 
in this situation, because it is Yugoslavia that essentially symbolizes 
the possibility of an alternative to the satellites who otherwise have 
nowhere to look for a model or would have no speaker or champion 
within the orbit of Soviet control. 

Chairman Ricuarps. You mean embarrassing to Russia and not 
to us? 

Dr. Inxe.es. Embarrassing to the Soviet leadership. One of the 
challenges to us, if I may say, is that we not be premature and hasty 
in making judgments about Yugoslavia on its way in, or of any one of 
the countries that is inside now if it starts to come out a little bit, but 
that rather we play this as skillfully as we can. I think this has tre- 
mendous potential for weakening the solidarity and monolithic qual- 
ity, and the power to carry on programs of expansion, of the Soviet 
orbit. 

Mrs. Keury. Is the U.S. S. R. at this point using Yugoslavia for 
the carrying out of its long-range program to the rest of the world, or 
to these neutral nations? That, then, would be embarrassing to us; 
would it not? 

Dr. Inxetes. I would have to be a better student of Yugoslavian 
policy than I am to venture a judgment on this. 

Mrs. Ketty. We are speaking of the Communist ideology. 
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Dr. Inxetrs. You would have to draw a balance sheet of what the 
Yugoslavs have done to draw them back to the Soviets and what they 
have done to maintain aspects of their independence. 

One of the challenges that this situation poses for us is that it tests 

the flexibility of our ‘ideology. I think we as Americans have a tend- 
ency to feel you are either ail on our side or all on the other side. 

Unfortunately, I think in general in foreign affairs, certainly in 
this area, it is very difficult to get that clear or ‘sharp division. What 
is required of us is the kind of "flexibility that maximizes on the little 
corners without worrying too much about whether any one of the 
nations involved is entirely on our side or the other side. 

All things considered, at this moment Yugoslavia is one of the great- 
est assets that we have because it is the closest that we have to a kind 
of bombshell inside the Soviet orbit. It is a destructive force as it 
is now constituted because it sets a living example of, and it speaks 
for, the possibility of what they now speak of as independent, or indi- 
vidual, national roads to socialism. This may ultimately be destruc- 
tive to the kind of focused control of the satellites which Stalin de- 
veloped and wanted, and which the present Soviet leadership, from 
their point of view, made the mistake of allowing to slip for a moment. 

I think it has great potential for softening up of the system unless 
the consequence of the present crisis is to go back to the Stalin ap- 
proach. It is dubious whether they could manage it. 

Mrs. Ketity. You pointed out the President of the Presidium is 
the important Communist; that being a different person in Yugo- 
slavia than Tito proves that Yugoslavia is in line with the Communist 
system. 

Dr. Inxeres. Although there are certain important differences, 
such as degree of emphasis on centralization, and I think there are 
certain relatively greater degrees of freedom, I would by and large 
describe Yugoslavia as a Communist country which has many of the 
identifying ‘features of the Communist philosophy as found in the 
Soviet Union. 

One of the things that might be most effective in slowing down So- 
viet international communism would be another Communist country. 
We have assumed the only thing to slow down Communist action is 
our action. Our action has a good deal to do with containing and 
reversing the flow of Soviet policy, but it is at least very advantageous 
if we have an assist by having some help from inside, as it were by 
having a fellow on the other ‘team Ww orking for us. Ultimately one 
of the consequences for the sort of struggle for independence which 
Yugoslavia represents within the Soviet orbit is that this influences 
countries such as Poland and ultimately it works in the line that suits 
our policy. 

Mr. Zastockt. Has the return of Yugoslavia to the fold been ex- 
ploited by Russia to any degree? 

For example, has Soviet Russia declared Tito’s return as due to 
the shortcomings of free world policies and failure ? 

Dr. Inxetxs. Mr. Mosely would be a better person to check that 
with than Iam. I have the impression they have not played it this 
way in their press. On the whole they have emphasized the general 
moral value that comes from it, the return to the fold of someone who 
had strayed, and consequently the general strengthening of their par- 
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ticular wing of the world. They tried to create that impression not 
only with the Communist satellites but the neutral areas. 

I was struck with the apparent impact, on the part of Muscovites 
and people living in other cities of Russia, of the constant flow of 
delegations from “all over the world into Moscow. This has created 
an atmosphere where people have come more and more to believe that 
if all the world hasn’t gone Communist that somehow Moscow is the 
political center of the world, because everyone seems to come to Moscow 
for a delegation meeting or areception. Yugoslavia’s return is treated 
in that same general category. It has high propaganda value. I 
don’t think the relations with 'Y ugoslavia really permit overemphasis 
on the difficulties that Yugoslavia was in with the West though it is 
obviously a theme built into this larger picture. 


CHANGES IN TACTICS OF THE U. §. S. R. 


Mrs. Ketiy. Were the changes made in the tactics of the U.S. S. R. 
made in that 19th Party Congress ? 

Dr. Inxeres. Party Congress, the 19th and 20th. 

Mrs. Ketriy. The 19th Congress ? 

Dr. Inxees. The 20th was the last one. 

Mrs. Ketiy. Are these changes in the overall, changes made at a 
congress like that? Then handed down? 

Dr. Inxetrs. Most of the particular decrees and laws which have 
been mentioned have been in process of being promulgated ever since 
Stalin’s death. Some have taken place much more recently. 

There is a lot of argument among the experts as to when the shift in 
policy took place. Someone at the Russian Research Center is of the 
opinion that before Stalin died the new policy with regard to Europe 
was adopted but was more implemented with regard to the new 
leadership. 

With regard to domestic policy that is not the case. 

Mrs. Keiiy. The 19th Congress would have taken place during 
Stalin’s lifetime, then ? 

Dr. Inxexes. Yes. 

Mrs. Ketiy. I read somewhere that that is when it took place. 

Dr. Inxexes. That is right,-and that is the congress where it looks 
as if Malenkov was now being given Stalin’s mantle because he pre- 
sented the most important address. 


EXCHANGE OF STUDENTS 


Mr. Hays of Arkansas. I wanted to ask about the students coming 
to western colleges. Where are they going, Soviet students coming to 
western colleges? Where are most of them going? 

Dr. Inxetes. France and England I think are the outstanding 

laces. So far as I can tell, Mr. ‘Mosely knows about this from first- 

1and experience, they are actually now ready to send students into 
American colleges and universities if the formal arrangements can 
be worked out. 

Dr. Mosery. That isso. Seven French students were sent to Mos- 
cow University a year ago to spend 10 months there, and 7 Soviet 
students were sent to the University of Paris. 


Off the record. 
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(Discussion held off the record. ) 

Mr. Hays of Arkansas. Do you think it would be a desirable devel- 
opment to promote these exchanges with the Soviet / 

Dr. Mosety. I feel it should be done at a somewhat higher level, the 
level of advanced graduate students or young experts and young 
professors because they will have much more to gain by doing their 
research in the Soviet Union, and similarly the “people they “would 
send at that level would go back able to use what they learned 
here. 

For example, we have tremendous improvements in housing, methods 
of building housing. They have a big housing problem. 

If we can get them to strengthen the people building more housing 
this would be good for the Russian people and it would be better for 
us if it creates a competing claim on resources which may reduce their 
ability to build military goods or to help build up China. 

In very modest ways it would be helpful for our side. It would not 
be decisive. It would be worth doing. 

Chairman Ricwarps. You feel people we send must be mature in 
their thinking ? 

Dr. Mosety. Yes, they should have made a substantial investment 
of time in the study of the Soviet system and be able to evaluate it as a 
whole and not be at the undergraduate level where they wouldn’t 
normally have enough background to understand what they were 
up against. 

Mr. Zasvockt. The exchange of Soviet students, you believe they 
also should be postgraduates ¢ 

Dr. Mose.y. Between 25 and 35, at an age when they have begun 
a profession, are doing well in it, and would go back and have some 
influence behind the scenes to present a more realistic view of the 
United States. 

Mrs. Ketiy. Are there many American students in advanced stages 
in the universities of the United States studying Russian background 
at this time? 

Dr. Mosety. Yes. At Columbia, which was the first area center es- 
tablished in 1946, we have at any given time about 120 advanced 
graduate students up to the Ph. D. candidates. Large numbers of our 
graduates are working in government and working for private re- 
search organizations, too, and in journalism; many are teaching or 
preparing to teach. 

Harvard also has a large number. They are smaller in numbers at 
Berkeley, Stanford, and at the University of Washington. There are 
some at Yale, Marquette, Syracuse, Notre Dame, Mic -higan, Northwest- 
ern, Fordham. We could send some of our very best people who 
are ‘already devoting several years to intensive study of the language, 
system, and particular research problems under it. This would be 
real gain for our side if we could get our people in for a year ma 
not just a month. 

We cannot do that unless we reciprocate by accepting Soviet ad- 
vanced students for study here. 

On the other hand, it would be a great advantage if the people who 
are teaching American history in Soviet universities actually studied 
at Columbia, Harvard, Northwestern, Duke, and so forth, or a year 
in an American environment. Whatever nasty things they said about 
us, they never would be the same after having been exposed to the 
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American way of life, the freedom, and personal responsibility for 
careful thought and careful work. I think we should welcome this 
competition. We have everything to gain. 


RUSSIAN ENGINEERS 


Mr. Hays of Arkansas. The Russians insist that their universities 
now are turning out 50,000 engineers every year. Do you know 
whether or not that is approximately correct ? 

Dr. Turkevicu. I have some figures here. 1955, 63,000; 1954 it 
was 53,000; in1953 it was 40,000; in 1952 it was 30,000. You see, it 
is going up. 

Chairman Ricwarps. Let me introduce Dr. Turkevich, who is an 
expert on the scientific developments in Russia. We will get to him 
in a moment. 

RELAXATION OF RELIGIOUS CONTROLS 


Mr. Hays of Arkansas. I wonder if you gentlemen have any com- 
ment on whether or not there is any significance attaching to the 
relaxation of tight religions controls? Is the appearance of growing 
religious freedom in Russia occasioned by having Russian “church- 
men visit our country a superficial development? 

I understand that the two things that impressed them here was the 
interest in the church that they found among government people and 
among intellectuals. Those were the two groups. I pointed out in- 
cidentally that the two sometimes overlap. 

Dr. Inxerzs. The war with religion was brought to an end dur- 
ing the last war. Nothing new or startling has happened in recent 
times, either in the last years of Stalin’s life or more recently. Per- 
haps there has been some easing of the flow of funds for the re- 
pair and rebuilding and reopening of churches. I have the impres- 
sion that has speeded up under the new dispensation. In principle 
there has been no basic change that from our point of view might 
be regarded as a disturbing development. 


CHURCH AS AN INSTRUMENT OF SOVIET FOREIGN POLICY 


As the accommodation between the regime and the church has 
progressed, the church—whatever the deep-down feelings of the lead- 
ership may be, and they are not really known to us—finds it more 
and more convenient to go along with the regime, and I think more 
and more to become essentially an instrument of its foreign policy. 

I don’t know anything we can do to stop that. It unfortunately 
faces us with a very difficult problem. If what this means in practical 
terms for people inside Russia is more chance to practice religion, 
can we in good conscience take such action as might ultimately reduce 

this prospect ? 

The more we get the church in difficulty with the regime the more 
we decrease rather than increase the prospects where the payoff lies. 
This is an area where there is not much we can do. 

We ought to continue to maintain contacts between religious groups 
in America and in Russia, and at these contacts at the informal level 
our churchmen should make clear the misgivings they have about 
what they feel to be the extent of the use of the churches in Russia as 
instruments of the policy of the Government. 
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NECESSITY FOR INCREASED CONTACTS WITH WEST 


Mr. Hays of Arkansas. I will believe they have freedom when 
I hear of a sermon being preached in a Baptist church in Russia in 
which the preacher criticizes the Government. 

There would be that possibility; that is, this permitting of visits 
could have some dangers from the standpoint of the Russian system. 

Dr. Inxetes. It seems to me this is another example of the general 
phenomenon to which I was trying to allude. 

They didn’t make this change for the sake of having us send people 
in to create disturbances. They made it becauses they felt if they 
were to create the right impression as part of the free contact and 
movement from various organizations in the West to the Soviet Union 
it was necessary. 

One of the consequences from their point of view is just the kind 
of thing you speak about. It seems to me that when all is said and 
done the balance is on our side on this sort of thing. 

I stressed at the end of my statement that as a student of the 
problems of public opinion, all the research we have done indicates 
formal media of communication do very little, if anything, to change 
anybody’s opinion, but that personal contact does great things to 
change opinion and attitude. 

I am a believer in the value that comes from having even ordinary 
Americans and citizens of western society, unless they are completely 
confused about the basic issues involv ed, visit the Soviet Union to 
tell the people there about our life. In ‘the Soviet Union I saw a 
great many ordinary American tourists who didn’t know the first 
thing about the structure of Soviet society asking and answering 
questions. As near as I could make out, they were disseminating 
information which was having a lasting ‘effect on the people with 
whom they were conversing. Largely because of the fact of their 
obvious ignorance of Soviet ‘society, largely because they were Ameri- 
can tourists who had no knowledge of the system, the comments they 
made were accepted without suspicion. Things they simply said about 
America, their own lives, and the experience of people around them 
made the eyes pop out of the heads of the‘people who were hearing this. 
IT know they were running home and telling other people. You can- 
not make light of such an influence, especially if it is the only channel 
available to 3 you. 


SCIENTISTS IN EAST AND WEST BERLIN 


Mr. Futron. I have a problem of the loss or leakage of Western 
scientists and engineers to the East. In West Berlin there are a num- 
ber of scientists, “chemists, and people of that type who work in East 
Berlin. Could you put the figures in of the scientists who go back 
and forth every “day across the border and contribute to the Eastern 
system, and likewise the number of scientists who are unemployed, 
if we can get it, in West Berlin? We always talk about shortages of 
scientists in the West, and yet we have three or four thousand working 
in the eastern sector of Berlin every day, as residents of West Berlin. 

Do you have any information on that? 

Chairman Ricuarps. If you have it, of course, we cannot call on 
you to get it; but if you would like to supply it, you might put it 
in the record. 
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Dr. Turxevicu. I have no such information. 

Mr. Cuatuam. I am sorry Mr. Fulton was not here when Mrs. Kelly 
questioned Dr. Inkeles about Yugoslavia. 

Mrs. Ketxiy. He can read the record. 


POLICY OF TITO 


Mr. Cuatuam. I wonder if you would comment on Tito’s policy ? 
Would you say Tito’s policy is ‘based on his being pro-Yugoslav, and 
that is his main policy, not leaning too much completely to the West 
or to the East, but that he believes he is wor king to the advantage of 
Yugoslavia ? 

Dr. Inxevrs. Again at the risk of exposing myself by offering opin- 
ions in an area where I am not expert, I think I could agree with that 
assumption about Tito, although I think it goes deeper “than that. I 
think you are dealing here w ith a phenomenon where ideology is taken 
much more seriously and literally than is true in our general experi- 
ence as Americans. 

We tend to take ideology less seriously and concentrate more on get- 
ting a good job done, using the criteria of commonsense. 

Most of the world, unfortunately, doesn’t take that view, and this is 
the source of one of the difficulties today. 

I think Mr. Tito is pro- Yugoslav, and that is one of the sources of 
the difficulty. What the Soviet Union wants in the satellites is that 
all of the leaders be pro-Soviet first and foremost. They always 
selected and trained people on that basis, bringing them to Moscow 
during times of crisis in their home countries, and then when the 
opportunity presented itself bringing them back with clear instruc- 
tions as to how they were to behave. 

The long series of postwar purge trials largely centered around this 
issue of being pro-Polish or pro-Czech. 

Many people would say it is unfair to the poor Polish and Czech 
people to say that even those tried Communist leaders were pro-Polish 
or pro-Czech. 

in Soviet eyes, however, they seemed to be unduly so. That was 
one of the difficulties with Tito. I personally would not minimize the 
extent to which there is a genuine ideological controversy going on 
here. 

We don’t want to take the time out to consider the fine points be- 
cause they are all relatively evil from our point of view. But within 
the realm of their beliefs these things may be vital issues, and we 
should not neglect the fact that to some extent Tito conceives of him- 
self, I believe, as a possible alternative core around which many of 
the Communist states might organize. I think he would like to be the 
ideological and philosophical leader of a movement which will go 
down in history as representing a new road to socialism. He takes 
seriously his role as a leader of the Communist movement of a certain 
type, and, if you like, a man challenging Stalin’s place in the history 
of the Communist world. 

I suspect Tito also believes, although he doesn’t stress it, that all 
roads lead to communism, but he would like the roads to be paved in the 
Titoist way rather than the Moscow way. 


Both of these things are not acceptable to Moscow rule. They may 
be more acceptable to the present leadership. Stalin couldn’t swallow 


this kind of thing. 
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From one point of view it would be to our advantage if the present 
leaders were more like Stalin, because if they were suffic iently recal- 
citrant they might create more difficulty in the satellite countries. By 
adopting a new approach this thing might work. Those two things 
ought to be kept in mind in evaluating Tito. 

I don’t think Tito is for the West if you put the question that way. 
I don’t think he is for the West. He is more for Yugoslavia. 

Mr. Cuatnam. Thank you, sir. I have greatly enjoyed your tes- 
timony. 


DISTINCTION BETWEEN SOVIET COMMUNISM AND YUGOSLAV COMMUNISM 


Mr. Smirn. I have enjoyed your statement, also. I am having 
difficulty with this Communist ‘thing. Apparently from what you 
have just s said there is a difference in the shading here between com- 
munism in Russia and communism in Yugoslavia. To me communism 
is communism wherever you find it. It has one objective, and 
that is the destruction of the West. I find it extremely difficult to 
reconcile the Yugoslav situation and the Russian. I think they are all 
in the same boat, in the same kettle. 

Dr. Inxetzs. As I thought I was saying in the last comments I 
made, ultimately Tito is not for the West, and in that sense I think 
I quite agree with you that there is no difference between Soviet 
communism and Yugoslav communism in that respect. 

From the short-range point of view it may make a great difference 
if your belief in the undoing of the West means you have to take 
armed action against it rather than letting it decay from its own 
contradictions. There are various differences of this kind which in 
the short run may be very critical. That is the difference between 
Tito and the Soviet regime. 

Mr. Carnanan. I would like to pursue that idea a little further. 
Do you believe Tito’s brand of communism would tolerate national 
loyalty? They could be Communists and still be Yugoslav? 

Dr. InKeteEs. I think it comes down essentially to that. The issue 
is drawn so sharply only because of the existence of this counter center 
which used to take a different definition of it, and still does. During 
the time of the upsets in Europe the Communist center in Moscow 
forced Communists in France and Italy to make public declarations 
to the effect that if there were a war between the Soviet Union and 
their country they would not defend their country. That is pushing 
people to the absolute limit with regard to their national loyalty and 
allegiance as against their identification with the worldwide Commu- 
nist movement which means allegiance to the directives and policies 


set by Moscow. 


ECONOMIC EXPLOITATION OF THE SATELLITES BY THE U. S. S. R. 


The critical problems for the satellites under Stalin and to some ex- 
tent to the .pr esent time were not with regard to foreign policy, where 
they find it easier to go along but with regard to domestic policy. 
They have been expected to follow a rigid dostrinaire route in the de- 
velopment of their own economy and social system which has pushed 
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them to take measures and adopt programs which have made for ex- 
treme reaction on the part of the population. Although one should get 
an economist’s judgment on this it seems a major part of the diffi- 
culty stems from their exploitation by the Soviet Union on an eco- 
nomic basis, goods bought from them at a low price and Soviet goods 
sold to them at high prices. 

Ultimately many of these things seem even to local Communists to be 
exploitation by the Soviet Union, as a national state, of their home 
country.. For many people national identification has become a con- 
venient and acceptable way of expressing resentment of this ex- 
ploitation from the Soviet Union of the countries in the satellite 
areas. Consequently, I think it is quite reasonable to express this as 
a conflict between two ideas; a belief that you can, in the one case, have 
communism only by allegiance to the Soviet Union, and in the other 
case feeling it ought to be possible to have communism plus some iden- 
tification with national goals and objectives even when they run 
counter to the interest of Moscow. 


LABEL OF NATIONAL COMMUNISM 


Mr. CarnawAn. Then you think there might be a label of national 
communism rather than international communism as promulgated by 
the U.S.S. R.? 

Dr. Inxetes. This is not only developing, but it has always existed 
and always has been fought by Moscow. I personally would not hold 
out the hope that if there were more national Communist states that 
they would necessarily take a much friendlier attitude toward us than 


did the Soviet Union. Sometimes we tend to slip into assuming that 
just because these places broke with Moscow they would be more pro- 
western. That isnot guaranteed, but it is more likely. If you are 
dealing with a lot of individual states with some autonomy, chances 
are better you will find some people who find it better to be on our 
side rather than being neutral or hostile. 


RED CHINA AS PROPONENT OF INTERNATIONAL COMMUNISM 


Mr. CarnaHANn. Do you think it possible that Red China might be- 
come the leading proponent of international communism ? 

Dr. Inxetrs. At this moment, no. In the long haul, after its de- 
velopment has progressed a certain distance, perhaps the chances 
might increase. 

I have the impression that at the moment relations are quite close, 
and the integration between Chinese and Soviet policy is quite good 
and relatively advantageous to China. That was not equally true with 
the satellites, partly because the Soviets gave China more of the things 
it asked for, with no questions asked, than it did with the satellites 
where it largely took. 

Mr. Carnanan. International communism then does hold national- 
ism for the U.S. S. R.? 

Dr. Inxetes. With the exception of China, I would say that is the 
case. One of the demands it has made is that, if you are a good Com- 
munist, you must believe in the interests of the U. S. S. R. because 
the U. S. S. R. was defined as the central leading core of the world 
Communist movement. They spread the belief that if the U.S. S. R. 
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went under world communism would go under, and the highest loyalty 
of every Communist was in the ultimate : security and protection of 
Mose Ow. 

Mr. Carnawan. Then no nationalism is possible outside of the 
U.S. S. R.? 

Dr. Inxetes. It has not been up to now. This is the crux of the 
issue at this moment. That is why I speak of world communism as 
living through a great crisis at this time. What has been a central 
part of world communism now is undergoing some reexamination and 
some challenge. 

Mr, CarnauAn. Unless they take care of that trend it will mean 
perhaps the breakup of international communism. 

Dr. Inxeres. I wouldn’t say necessarily the breakup, but it might 
cause a redefinition of the patterns of world communism to such a 
degree as to change its impact, as a solid monolithic organization on 
world affairs; yes. 

ROLE OF TITO 


Mr. Zastockt. Doctor, I gather from your excellent statement that 
a new policy, or a change in Soviet policy, in the immediate future, 
is quite unlikely. 

Your statement that Tito’s, or Yugoslavia’s, situation is a disagree- 
ment to Russia, prompts me to ask you the questions—What “role 
is expected of Tito? Why would Russia invite Tito? They must 
have some designs for him, some future plans, where they can use 
and exploit him. 

Dr. Inxetes. I think, all things considered, he was more of a dis- 
advantage outside the orbit than inside, because he was definitely and 
in a clear-cut way within the range of nations which defined them- 
selves as ready to defend themselves. That position has been weak- 
ened. That was one of the considerations in bringing him in. 

If I have created some confusion about that I want to clarify the 
implications of what I said about what Tito means. 

I think that, all things considered, we suffered a loss when Tito had 
his rapprochement with the Soviet Union. I feel, however, it is not 
a total and catastrophic loss to our side because one of the things that 
has gone along with the loss aspect has been the gain arising from the 
fact that now inside the camp, and therefore, in a way, a more dis- 
erie e force, there is a man of great power and independence who has 
behind him a relatively unified country, and who keeps challenging 
the policy directives given from Moscow. He provides a living ex- 
ample to the other s satellites of the possibility of taking what he “calls 
an independent road to socialism. That is on the positive side. Iam 
trying to draw a balance sheet. 

I feel if everything could have been left as it was, that would have 
been better. Asked to make a choice, if someone said: “You have to 
choose right now, you have the power; would you like Yugoslavia to 
go into the camp of the Soviets again, a disruptive force from inside, 
or stay entirely outside, as it is now?” I would have voted for its 
staying outside as it is now. 

I was trying to stress the fact that it has gone a good ways inside, 
and that is not total loss, There is some aspect of gain we ought 
to consider. 
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Mr. Zasiocki. My question was whether you had a theory as to 
what was in the back of the minds of the Soviets in inviting Tito 
back. 

Dr. InKExgs. Since their whole policy in recent times has been to 
weaken the solidari ity of the Western front—first was their hope that 
by bringing Yugoslavia back into the fold he would change from the 
position he was in before, one of probable solidarity with and move- 
ment with the West in case of Soviet incursion into Europe, to a posi- 
tion whith is much more doubtful, if not actually ruling it out. I 


think they got that. 
ATTITUDE OF MINORITIES IN THE U. S. S. R. 


Mr. Zasvockt. I have two other brief questions: Is there any evi- 
dence that the minorities within the U. 5. S. R. are more satisfied 
under the new regime ¢ 

Dr. Inxetes. That is an exceedingly difficult question to answer 
with any precision. The answer might vary with the particular 
nationality involved; also with the time perspective. One of the re- 
sults of the wartime experience was an intensification, an exacerba- 
tion, of the nationality problem. 

This was because partly Stalin took action against whole national 
groups and either broke them up or moved them to distant areas of 
the Soviet Union, often separating families. The result of this was 
exacerbation of the nationality problem. Coupled with this was the 
difficulties that arose from the fact that many people were incor- 
porated into the Soviet from areas where national feeling was high. 

In recent years this tension with regard to the nationality question 
has very substantially eased off. New difficulties have arisen as a re- 
sult of the speech against Stalin because in Georgia there were riots, 
disturbances in Armenia. That feelings ran high at that time are 
still evident, if you tour in Soviet Georgia. 

My feeling is in general the nationality problem, though a con- 
tinuing source of difficulty for the Soviet regime, is not critical. 

Mr. Zastockt. Can we do anything to stimulate their dissatisfaction 
at the present time ? 

Dr. INKELEs. Yes, we could—I am not sure that it is wise that we 
should attempt it—by continued emphasis upon the deficiencies in the 
status and autonomy of the minor nationalities we could exacerbate 
feeling beyond its present level. It is difficult to do because of radio 
jamming. 

My own feeling is, however, that the main result of this would be 
oppressive action on the part of the regime which would mean the 
loss of those few people that are our real friends in those countries. 
This is a question of long-range strategy. They are people who are 
friendly disposed to the “West. They are the most vulnerable since 
they head the police lists. Insofar as we are not facing an inter- 
national crisis and are not thinking of this as a large-scale, momentary 
need of ours, I am not sure it is the wisest policy. One can do it. 

Chairman Ricuarps. Mr. Gordon. 


SITUATION IN POLAND 


Mr. Gorpon. Doctor, following up the question by Mrs. Kelly on 
the Yugoslav question, I would like to tie in the situation of Poland. 
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Would you think that the recent developments in Poland are an 
indication that Russia is relaxing control on that country ? 

Dr. Inxexes. No. I would rephrase the issue. I would say, if I 
may, that the recent developments in Poland are posing a bigger prob- 
lem for the Soviet Union with regard to the issue of control. In 
other words, the recent developments i in Poland constitute a challenge 
to the Soviet Union. It is now seeing under its very eyes policies being 
carried on which I think they, on the whole, disapprove of, such as 
greater relaxation in the handling of the peoples, easy sentence at the 
trials. I heard people cussing out the Russians right in the streets 
in Warsaw, and the police did not grab these people. This kind of 
thing I am sure the Soviet regime does not like. It has to face the 
challenge. 

The chi anges at the higher levels are manifestations of the tendency. 
It will say “this is intolerable” and go back to the Stalinist-type of 
control or it has to say “that is all right. It is their right to do that.” 
Either of these policies is extremely difficult for the Soviet regime, in 
the light of its history of control over the satellites and _ more recent 
easing, to actually adopt. They have a crisis in this area. No one 
can predict with precision the outcome. I would say, dhoretorss they 
have a very big problem on their hands and I think it is no accident 
that a man like Tito is willing to fly to the Soviet Union and all the 
people are coming to meet him in those conferences. This would not 
happen unless there was a major crisis. If this is not a sufficient crisis 
to make a major upset, I would at least put it high on the list of 
situations having such potential. 

We should watch this situation with the most close attention. 

Mr. Gorvon. The developments are rather fast in Poland. 

Dr. InketEs. Yes, indeed. 

Mr. Gorvon. Thank you. 

Chairman Ricuarps. Thank you, sir. 

Dr. Turkevich? Dr. Turkevich will, I believe, deal with the sig- 
nificance of recent scientific developments in the Soviet Union. I 
think you taught a class this morning at Princeton and have rushed 
down to Washington since then. We are very much indebted to you, 
too. I would appreciate it if you would tell us something about your 
background. 


STATEMENT OF DR. JOHN TURKEVICH, EUGENE HIGGINS PROFES- 
SOR OF CHEMISTRY, PRINCETON UNIVERSITY 


(Consultant to Atomic Energy Commission. Formerly on staff of 
Manhattan project; member, United States delegation to United 
Nations Conference on Peaceful Uses of Atomic Energy, 1955. 
Author of Brookhaven Guide to Russian Scientific Periodical Lit- 
erature. ) 


Dr. Turkevicw. I am Dr. John Turkevich, Eugene Higgins pro- 
fessor of chemistry, Princeton University; consultant to the Atomic 
Energy Commission. I was on the staff of Manhattan project; was 
a member of the United States delegation to U. N. Conference on 
Peaceful Uses of Atomic Energy in 1955 and was the author of 

srookhaven Guide to Russian Scientific Periodical Literature. 
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RELIGION IN THE SOVIET UNION 


I first would like to make a statement on the religious and church 
situation. My father, Metropolitan Leonty, is the head of the Ortho- 
dox Church in this countr y, Russian Orthodox Church. The church 
split away from Russia in 1919 because it was evident as early as 
1919 that the church was being used as an instrument of the Soviet 
Government. There have been repeated attempts on the part of 
Soviet ¢hurchmen to bring the big American group of some 600 par- 
ishes back into the fold of Moscow jurisdiction. This has been re- 
sisted violently by my father. The Soviet Government is still trying 
to use the church for political purposes. 

Chairman Ricwarps. I believe you said he was head of the Orthodox 
Church ? 

Dr. TurKkevicn. Yes. 

Chairman Ricnarps. He came here from Russia ? 

Dr. TurKkevicu. In 1906. 

Chairman Ricwarps. Did you come at the same time? 

Dr. TurKevicn. I was born here. 

Chairman Ricuarps. You were born in the United States? 

Dr. TurKkevicn. Yes. 

We all must keep in mind, that religious services are going on in 
the Soviet Union though under the Government control. The Old 
Testament is read, the New Testament is read, the Lord’s Prayer is 
sung and this just has to work out for the good in the end. Though 
we must be very careful of the political implications of the church 


organization in the Soviet Union we must also realize that religion 
is one of the strongest forces for the good over there. 

In connection with some discussion that was carried on before I 
would like to repeat a joke our scientists heard in Moscow. <A Soviet 
scientist said during Tito’s visit to Moscow “We are having a lot of 
fun with Tito. Tito is very much like a football. We blew him un. 
we kicked him, and now we are chasing him.” 


SOVIET ACCOMPLISHMENTS IN SCIENCE 


T want to come to my main subject: i important changes that have 
taken place in the Soviet Union in science and technology. I can 
only give the highlights of it, since this is a very big subject, empha- 
sizing the Soviet accomplishments in science and their bearing on our 
foreign policy. 

I have written an article for the American Academy of Political 
Science on “Soviet Science in The Post-Stalin Era,” it has all the rele- 
vant detailed information covering the whole field. I can give you 
a copy of that. 

Chairman Ricwarps. I would like to get that right now and place 
it in the record. 

Mr. Gorvon. I move that the article be placed in the record. 

Mr. Zasrockt. It is short. I second Mr. Gordon’s motion to insert 
the article in the record. 

Chairman Ricwarps. If you do not object. 

Dr. TurKkevicn. No. 

ae Ricwarps. Without objection it will be placed in the 
recor 
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(The article referred to is as follows :) 


{From The Annals of the American Academy of Political and Social Science, Philadelphia, 
January 1956] 


SoviET SCIENCE IN THE Post-StTaLiIn ERA 
By John Turkevich * 


In this age when science and technology are dominant factors in the might of 
a nation, an assessment of Soviet science is particularly timely. Recent years 
have shown marked advances in many areas of Soviet science and technology 
and an increasing conformity with the principles of worldwide science. 

Science of any nation has both international and national characteristics. In 
its international aspects, science moves along a broad front with scientists of 
many nations contributing to its progress. The atomic age was ushered into 
the 20th century by Planck, Heisenberg, Hahn, and Einstein, Germans; by Bohr, a 
Dane; by Rutherford and Aston, Britons; by Fermi, an Italian; by Curie and 
Joliot from France; by Lawrence, Urey, and Rabi, Americans. Ease and free- 
dom of communication—an assurance of cross-fertilization of ideas—has been 
associated with science ever since it freed itself from the mumbo jumbo of the 
witch doctors and the obscure jargon of the alchemical adepts. Western science 
of the last three centuries has been characterized by widespread and rapid ex- 
change of information on new discoveries and advances. Exchanges of visits to 
laboratories have been commonplace. Formal training of advanced students is 
often supplemented by further study under distinguished foreign scholars. 
Finally, it is a principle universally recognized in the West that science brooks 
no interference, political or ideological, in its search for truth. It is a firm tenet 
in the faith of a scientist that scientific truths are based on experiments; that 
valid experiments can be reproduced in any country irrespective of race, na- 
tionality, or ideological outlook; and that dogmatic deductions from religious 
belief, neat philosophical formulations, or social-economic ideology have no piace, 
as such, in the structure of scientific knowledge. 

On the other hand science has its national characteristics. Through his knowl- 
edge and skills a scientist discharges his primary responsibility—the defense of 
his country. Through their inventiveness and perseverance, scientists and engi- 
neers are bolstering up the economic strength of their countries and guaranteeing 
an increase in the standard of living. Science and technology are part of a 
national life. As such, in common with other national institutions, they have a 
tradition, organization, capital goods, budget, training of personnel, personali- 
ties, and interaction with other groups of society. These various components 
have a strong national coloring differing from one country to another. They 
give character to the scientific activity of a given country. 

The character of Soviet science is Russian. Characteristics commonly asso- 
ciated with Soviet politics, economics, and intellectual activity can be recognized 
in science. During the last few decades, crawling within the shell of its national 
existence, Russian science has lost considerable strength through its isolation 
from the cooperation and helpful criticism of world science. During the postwar 
period, its domination by Marxist and Stalinist ideology resulted in a distortion 
of scientific truths, a convulsive reexamination of scientific tenets, disappear- 
ance of important branches of science, and strained relationships with the sci- 
entists of other lands. Soviet science not only lost prestige, it lost strength-— 
it had tampered with the recognized principles of obtaining scientific truths, 
replacing the authority of an experimental result by the authority of an ideologi- 
cal principle. 

The last 3 years have seen a change in Soviet science. The truculent attitude 
has disappeared ; the isolation of Russian scholars is being lifted. Science is 
being discussed in the Soviet Union not as an expression of a Communist ideology 
but as a science having its own principles, traditions, and universality. 

In the following pages an attempt will be made to point out the significant 
events that have taken place in recent years in Soviet science. 


*John Turkevich, Ph. D., Princeton, N. J., is Eugene Higgins professor of chemistry, 
Princeton University ; lecturer on government and science, Woodrow Wilson School of 
Public and International Affairs; and consultant, U. S. Atomic Energy Commission, Na- 
tional Science Foundation, Brookhaven National Laboratory. 
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ORGANIZATIONAL CHANGES 


Soviet science, like most of the other government activities in the Soviet state, 
is a highly organized structure. Scientific research is carried out at institutes 
under the auspices of the U. S. S. R. Academy of Sciences, at the universities 
under the Ministry of Higher Education, and at plant laboratories under various 
specific government ministries. During the last decade there has been no change 
in the general pattern of the organization. The academy still represents the 
“elite guard” organization; its presidium, the general staff of Soviet science. 
Its president, A. N. Nesmeianov, occupies a position of prestige and power li 
the Soviet Union unlike that of any other scientist in any other country. The 
academy has been brought to its full strength by the election on October 23, 1953, 
of 51 academicians and 148 corresponding members. This was the first election 
in 7 years, and it introduced new blood into the academy. 

During the last 2 years the following new institutes have been established: 
The institute of biophysics, the institute of nuclear problems, the institute of 
electronic and radio engineering, the institute of acoustics, the institute of or- 
ganometallic compounds (for substances such as tetraethyl lead, insecticides, 
etc.), and the institute of automotive engineering. A mathematical computer cen- 
ter has been organized. The institute of mathematics and that of metajlurgy 
have received new buildings, while the physics institute received an addition to its 
laboratory in Moscow. The institute of energetics and that of plastics have been 
expanded. 

The budget of the academy rose from 59.2 million rubles in 1952 to 75 million 
rubles in 1953, and to 116.4 million rubles in 1954. 

The academies of Union Republics (for example, Ukraine and Byelorussia) 
also carry out research associated with the scientific and technological problems 
of their particular region. Their work is coordinated with that of the U. S. S. R. 
Academy through a coordinating committee and an interlocking leadership, 
whereby a member of the Academy of Sciences of the U. S. S. R. is also the presi- 
dent of the academy of a Union Republic. 

The presidium of the academy—the president, the secretary general, and the 
secretaries of the individual divisions—passes annually on all research pro- 
posals, authorizes funds and personnel, and evaluates the results obtained. Over 
and above this detailed direction, the presidium is guided by two principles. The 
first is the search for key problems, those research problems whose solution will 
open the maximum number of paths for future scientific development. The 
second is the ever-insistent plea to apply scientific discoveries for the betterment 
of the state, for “science in the service of the people.” Use of slogans as special 
incentives to fruitful research has been recently abandoned. Such psychological 
rallying points as “reexamination of science in the light of the decision of the 
1948 Agricultural Congress” (the genetics controversy), “science helping to build 
dams and hydroelectric stations,” “science as an aid to agriculture,” have been 
replaced by a small number of more specific objectives. The tasks chosen for 
1955 are high-power electronics, rapid digital calculating machines, semiconduc- 
tors and their technical applications, scientific basis for catalysis, basic biological 
functions of proteins, material exchange of bacteria, high-temperature alloys, re- 
liability of electronic devices, key problems in theoretical physics, automatic con- 
trol of production, and the scientific basis for power exploitation in the U. S. S. R. 


SCIENTIFIC ACCOMPLISH MENTS 


If a well-trained science administrator examines the research scene from as- 
tronomy to zoology, he can recognize what programs are fruitful, what theoretical 
and experimental developments will insure a steady expansion of scientific knowl- 
edge. For a country to be a major power it must have a full spectrum of such 
activity ; it must have research going on in every major field. Such a program 
insures the proper appreciation of new scientific discoveries for technical develop- 
ment of a nation even when the discovery is not made in the native country. It 
also maximizes the possibilities of unexpected scientific discoveries, “the breaks 
in the game” that give a country leadership in the race for scientific knowledge. 
Only a few countries—the United States, the United Kingdom, and, before World 
War II, Germany—could muster sufficient strength to be active at all frontiers of 
every science. Now, 10 years after World War II, the Soviet Union has joined 
the ranks of the major scientific powers. As one scans the Soviet scientific scene 
one sees ambitious plans, tremendous organization, and an expanding plant. The 
Soviet Government is trying hard to excel in all fields of science and to recoup the 
losses it suffered through the idiosyncrasies of the Stalin regime. 
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MATHEMATICS 


Mathematics, the queen of the sciences, still dominates the scientific scene. 
Many branches in both pure and applied sciences are frustrated in their develop- 
ment because present-day mathematical thinking does not give an accurate solu- 
tion to some key problems. Proper application of mathematical methods guar- 
antees a complete formulation of a complex physical phenomenon and a consistent 
analysis of its implications. The general theory of relativity had to be formu- 
lated in terms of tensor analysis. Modern quantum mechanics required the solu- 
tion of equations previously buried in mathematical treatises. It necessitated 
the widespread utilization of geometrical concepts previously considered highly 
sophisticated. The field of mathematics has been traditionally strong in the 
Soviet Union. Algebra, geometry, probability theory, have received a steady 
contribution from older mathematicians such as S. N. Bernstein, A. Ia. Khinchin, 
A. N. Kolmogorov, A. A. Markov, L. S. Potriagin, and I. M. Vinogradov. At the 
October 1953 session of the U. 8. 8. R. Academy of Sciences D. 8. Aleksandrov 
and N. N. Bogoliubov, both mathematicians of worldwide reputation, were 
elected to the academy. In the field of mathematical physics the Soviet Union 
‘an boast of the achievements of L. D. Landau, V. A. Fok, D. I. Ivanenko, I. Ia. 
Pomeranchuk, and I. E. Tamm. In addition to these mathematicians with world 
reputations a large number of younger men are making monthly contributions to 
the world pool of mathematical knowledge. The following were singled out for 
recognition by election as corresponding members of the academy: I. M. Gel’faud, 
Iu. V. Linnik, A. L. Mal’tsev, M. A. Markov, D. E. Men’shoy, and S. N. Mergelian. 

The middle decades of the 20th century have seen the growing development 
of giant electronic computing machines for solving the complex problems of 
modern science and technology. Hundreds, thousands of radio tubes, crystal 
amplifiers, rectifiers, resistors, condensers, electronic memory devices are com- 
pounded into a single complex mechanism. Such machines rapidly solve prob- 
lems that would otherwise require thousands of man-years for problems pre- 
viously considered impossible. Their variety and complexity have created a 
new art, used for tracing trajectories of projectiles, the propagation of radio 
waves, the determination of the stability of machines, and the control of auto- 
matic factories. 

Electronic calculators are essential weapons in the heavy scientific armament 
of any nation that considers itself a world power. The Soviet Academy has paid 
great attention in recent years to such calculating machines. The presidium of 
the academy announced last year the operation of a giant computer and the 
organization of a computer center of the academy for the theoretical and tech- 
nical development of computing machines. This center is undertaking a syste- 
matic survey of fields of science and technology where such machines will give 
fruitful solutions to “key problems” and is training personnel for this new field 
of “applied mathematics.” During the elections of October 1953 the academy 
elected two specialists in this field to its rank: S. A. Lebedev as academician and 
P. 8. Novikov as corresponding member. 


ASTRONOMY 


Soviet astronomy suffered a severe setback during World War II whien the 
famous Pulkovo Observatory near Leningrad and the Crimean Observatory were 
completely destroyed. Within the last 2 years the reconstruction of both of these 
observatories has been completed and astronomical observations are actively 
pursued in diverse branches of the subject: on diffuse nebulae by G. A. Shain, 
on the polarization of stellar radiation by V. A. Dombrovskii, and on the behavior 
of stellar associations in an attempt to solve the problem of whether stellar 
creation is still taking place. A military development in England during the 
war led to the unexpected discovery that celestial bodies emit radiation similar 
to radar. Astronomers have found that a study of this phenomenon elucidates 
diverse astronomical processes. Soviet scientists have been active in this field, 
particularly in the study of the radar waves given off by the sun. President 
A. N. Nesmeianov, in his address before the election of new members of the 
academy in October 1953, pointed out that astrophysics and astronomy give sig- 
nificant insight into thermonuclear processes, and this opinion was implemented 
by the academy in the election of the leading astrophysicst, B. A. Ambartsumian, 
as academician, and of three astronomers, M. 8. Zverev, E. R. Mustel, and P. P. 
Parengo, as corresponding members. 
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PHYSICS 


Modern physics has three very active branches—nuclear physics, low tempera- 
ture physics, and the physics of the solid state. Soviet scientists have been 
active in all these fields. In the summer of 1954 a 5,000-kilowatt atom-power 
station was put into operation, and in the summer of 1955 at the Geneva Con- 
ference on the Peaceful Uses of Atomic Energy the details of its construction 
were revealed and freely discussed. Soviet sources have also stated that many 
industrial atomic-power stations of the same type but of greater power, 50 to 
100 megawatts, are being constructed in Russia. Early in 1955 there appeared 
in the Doklady (Reports) of the U. S. S. R. Academy of Sciences the first scien- 
tific papers describing the results obtained with the 600-million-volt proton syn- 
chroton at Moscow. The largest high-voltage machines of this type in the 
United States are of only 400 million electron volts. However, we have at the 

3rookhaven National Laboratory an accelerator of another type, a cosmotron of 

3,600 million electron volts, and at the Radiation Laboratory in California, a 
bevatron of 6,000 million electron volts. The Soviet scientists are meeting this 
challenge, for they announced at the Geneva Atomic Energy Conference that 
they expect to complete a high-voltage machine of 10,000 million or 10 billion 
electron volts. Less dramatic but very extenSive and thorough work is being 
earried out by Soviet scientists in the many subdivisions of nuclear physics: 
interaction of neutrons with fissionable materials, details of the structure of 
radioactive nuclei, and the effect of radiation of solids. At the October 1953 
election the following Soviet atom scientists were elected as academicians: 
L. A. Artsimovich, I. E. Tamm, Iu. B. Khariton, and A. D. Sakharov. 

Soviet investigation on cosmic rays, that penetration radiation of tremendous 
energy which bathes the earth, from unknown extraterrestrial sources, is of 
lower caliber than the Soviet work in other nuclear fields, no doubt as a result 
of the unfortunate claim made some years ago by the Soviet physicists, Alikhanoy 
and Alikhanian, on the detection in the cosmic radiation of ‘‘varitrons,” ele- 
mentary particles of varying mass. This claim was questioned in the West 
and attacked by a group of Soviet physicists, with a subsequent bitter polemic 
in the Soviet physics journals. The controversy has never been settled officially, 
and Soviet cosmic-ray research has suffered a lack of prestige. 

Extremely low temperatures—that of liquid hydrogen and helium, hundreds 
of degrees below room temperature—have been of primary scientific interest to 
scientists of many countries, for at these temperatures many complex properties 
of solids become simple and susceptible to a formulation in terms of atomic 
structure. On the other hand, liquids such as helium show unusual and unex- 
pected properties that baffle theoreticians. Furthermore, study of properties of 
matter at low temperatures leads to the development of efficient and economical 
methods for production of the cheap oxygen so necessary in the manufacture of 
gasoline from coal and natural gas and so desirable in metallurgical processes. 
Soviet physics has had great strength in this field, with world-famous institutes 
at Kharkov, in the Ukraine, and in Moscow. Peter L. Kapitsa, one of the leading 
Soviet physicists, has been prominent in this field both during his researches in 
England, at Cambridge University, and during his subsequent stay in Moscow. 
Early this year Kapitsa was named director of the Institute of Physical Prob- 
lems. Soviet work in the field of low temperature has been characterized by 
strong theoretical insight, imagination, and experimental elegance. 

Electronics is at present undergoing a revolution. Physicists and chemists have 
found that the fragile radio tubes, photocells, and even television tubes can be 
replaced by carefully purified solids. These devices, small in size, mechanically 
stable, and long of life, are gradually replacing ordinary vacuuin tubes. Many 
everyday electronic devices contain such transitors and photoelements. The 
solar battery has them as a component. Behind this important technological de- 
velopment there are decades of intensive scientific work in many countries of the 
world. Russian scientists have made and are still making important contribu- 
tions, both theoretical and experimental, in the fields of luminescent substances, 
photoelectric devices, and new electric and magnetic materials. Attention is 
also paid to the electric and mechanical properties of plastics. Two Soviet phy- 
sicists were honored by election as academicians in the general field of the solid 
state: A. P. Aleksandrov, in plastics; and I. K. Kikoin, for his work on magnetic 
materials. At the same session of the academy 16 younger physicists were elected 
corresponding members of the academy. 
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CHEMISTRY 


Literally hundreds of papers are published yearly in Russian journals de- 
scribing the results of chemical research in all branches of the science—inor- 
ganic, organic, physical, biochemical, analytical, and colloidal. The nature of 
the subject of chemistry is such that it requires detailed and painstaking work 
to support modern chemical industry. In general, Soviet chemistry follows the 
main lines of the development of the subject in other countries. One can, however, 
point out the following as notable points of Soviet interest: extensive use of 
radioactive isotopes for the study of details of chemical reactions, investigation 
of the chemistry of “manmade elements” such as plutonium, and the use of nuclear 
radiation for acceleration or activation of chemical processes. The photochem- 
ist, V. A. Kondrat’ev, and the geochemist, A. P. Vinogradov, were elected acade- 
micians in 1958, and both took part in the Geneva Conference on the Peaceful 
Uses of Atomie Energy. The significant achievements in the field of organic 
chemistry are the production of new types of plastics, a new synthetic rubber, 
the manufacture of chemicals and soaps from petroleum, and the synthesis of 
new insecticides and morphinelike drugs. The chemists who were elected to the 
academy for leadership in these fields are: B. A. Arbusov, I. L. Knuniants, V. A. 
Kargin, and I. N. Nazarov. 

GEOLOGICAL SCIENCES 


Geological studies in the Soviet Union cover the whole gamut of internationally 
recognized interests. Expeditions have been sent by the academy to the polar 
section of the Urals, to Kazakhstan, and to the Altai territory. An investigation 
has been carried out to determine whether cotton cultivation is possible through 
irrigating the Tuva Autonomous Region in middle Asia. Explorations are con- 
tinually carried out for coal, petroleum, iron, and rare metals. A very extensive 
study of the northwestern Pacific Ocean has disclosed the existence of a sub- 
oceanic mountain range extending from the Hawaiian Islands northward to 
the Komandorskii Islands and dividing the northern part of the Pacific into 
two basins. Continued study is devoted to the Russian perennial headache—the 
perimanentiy frozen lands of northern Siberia. During the October 1953 session 
of the academy, 10 prominent geologists, geophysicists, and geographers were 
elected academicians. In addition 28 other geologists were added to the academy 
as corresponding members. 

BIOLOGY 


Biology, the science that suffered so deeply from the genetics controversy, 
has turned during the last few years to biochemistry. Radioactive tracer atoms 
are being used to study animals, the chemical processes of material exchange 
in the brain tissues, liver, and muscles (in animals and in plants), and the 
formation of sugars and nicotine. Photosynthesis, the process of converting 
abundant carbon dioxide and water into starch by means of the solar radiation, 
is investigated by isotopic atom methods. The solution of this “key problem” 
will permit the synthetic production of food. Nuclear radiation is applied to 
the cold sterilization of food. 

Zoologists continue their publications on the fauna of the U. 8. 8. R., and the 
botanists are making similar studies of the flora. The biology section of the 
academy has also dealt with practical problems. It has organized the produc- 
tion of the antianemia vitamin By and used radioactive phosphorus to investi- 
gate the uptake of phosphorus fertilizer from the soil by plants. The latter 
study permits determination of the best phosphorus compound to use as a ferti- 
lizer and the best time for phosphorus application. 

The science of genetics is dead in the Soviet Union. Publications on what West- 
ern science would call genetics are nonexistent. The last few years have seen, 
however, the decline of the influence of Lysenko, the prophet of Soviet Marxist 
genetics. His voice is not heard in scientific pronouncements, though he is still 
active administratively in biological sections of the academy and dominates the 
Soviet Agricultural Academy, The wounds of the genetics controversy have not 
healed. Recently there has been an attack on Lysenko’s ideas by several Soviet 
botanists and a very polemical defense by one of his supporters. The presidium 
of the academy took the biology section to task for permitting the controversy to 
go on. 

The following biologists were elected to the academy: A. L. Kursanov, in plant 
physiology ; V. N. Shaposhnikov, in industrial bacteriology; V. A. Engel’gardt in 
biochemistry ; and I. V. Turin, in soil science. 
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ENGINEERING SCIENCES 


The field of engineering has shown marked activity during the last few years. 
Development of an atomic-energy powerplant, the production of a high-octane 
gasoline, subterranean gasification of coul, study of gas dynamics, and various 
phases of electronics received particular attention. Soviet engineers and scien- 
tists have been particularly intrigued with the possibility of automatic control 
of production in factories. 

At the October 1953 meeting, the following leading Soviet engineers were elected 
to membership in the academy: the airplane designer, A. N. Tupolev; the motor 
and jet engineers, V. Ia. Klimov and L. I. Sedov; the famous hydroelectric power 
specialist, S. Ia. Zhuk; the machine designer, V. I. Dikushin; the marine archi- 
tect, Iu. A. Shimanskii; the metallurgists, M. M. Karnaukov and G. V. Kurdiu- 
mov : the electronic engineers, M. P. Kostenko, V. A. Kotel’nikov, A. N. Shehukin, 
and S. A. Vekshinskii; and the combustion engineers, B. S. Stechkin and M. A. 
Mikheey. In addition 44 engineers were elected as corresponding members. 


INTERNATIONAL CONTACTS 


A recent important aspect of Soviet science is the increase in the international 
contacts of Russian scientists. Before 1952 the presence of a Soviet delegation 
at an international scientific conference was a rare event. Since that time there 
has been a marked rise in the number of delegations attending foreign scientific 
meetings: 14 in 1952, 30 in 1953, and 65 in 1954. In August 1955 the Soviet 
Union sent to the Conference on Peaceful Uses of Atomic Energy at Geneva 
a delegation of over 100 scientists, engineers, and technicians. The Soviet repre- 
sentatives were of high technical ability, presented 74 papers on various phases 
of atomic energy (the United States presented 166, the United Kingdom 64, and 
France 27 papers) and participated freely in scientific discussions. The Soviet 
exhibit on atomic energy, at the same time, was impressive. In the last 3 years 
the number of visits to the Soviet Union by foreign scientists has also been 
significant. In 1952 10 groups, in 1953 14, and in 1954 8 groups were shown 
Soviet institutes and laboratories. In 1955 there has been a continuing stream 
of groups from various countries visiting the Academy institutions. Repre- 
sentatives of 17 countries attended the opening of the reconstructed Pulkovo 
Observatory. On July 1—5, 1955, just before the United Nations Conference in 
Geneva, the Soviet Academy held its own conference on the peaceful uses of 
atomic energy, at which 21 papers were presented on nuclear physics, 18 on 
chemistry, 20 on biology, and 21 on various applications of atomic energy. 

International exchanges of journals and books, curtailed 3 years ago by the 
Soviets, is again widespread, and in 1954 the U. 8S. S. R. Academy of Sciences 
sent abroad 350,000 books. 


SCIENTIFIC AND TECHNOLOGICAL PERSON NEL 


The training of scientific personnel represents a long-time investment. In 
modern society equipment can be built in several weeks, laboratories in months. 
Training of scientists and engineers requires years. The number of such men 
in a given country is determined not only by the availability of schools and 
teachers but also by the desire of youth to enter these professions. Social 
mores, family background, and financial remuneration all play a role in the 
youth’s decision. Soviet leaders have publicly recognized the importance of 
science for the development of the security of their country and for its military 
and economic potential. Russian scientists and engineers enjoy the full care 
of their Government and the respect and admiration of the populace. They 
are well paid. At the same time the Soviet educational system is geared for 
training in science—in the primary schools, in secondary education, and par- 
ticularly in universities and graduate instruction. 

In the 4-year primary school, normally entered at 7, the Soviet youngsters 
spend 30 percent of their time on science. The secondary school system in the 
U. S. S. R. consists of a general secondary school and yocationail training schools. 
The general secondary school requires 3 or 6 years and the same curriculum is 
given to all students. Science teaching constitutes 46 percent of the instruction. 
In 1953 there were 4,600,000 pupils in the U. 8S. S. R. secondary schools, and 
700,000 of them graduated that year. Vocational schools are either short 
courses for apprentices given in factories or 3- to 4-year tekhnikum’s which train 
technicians or master craftsmen. In 1953 these schools graduated 50,000 tech- 
nicians. There is no analogue to the tekhnikum in the United States educational 
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system. In 1953 the American secondary school system had 7,266,000 students, 
many of whom received a very inadequate training in science. 

The Soviet higher educational system (VUZ) consists of 35 universities, which 
give general education and produce most of the scientists, and some 800 special- 
ized schools: for medicine, 74: teacher training, 320; engineering, 154; agricul- 
ture, 61; arts, 55; economics, 38; veterinary science, 38; and so forth. Table 1 
gives the number of graduates of each type of institution in units of a thousand. 


TABLE 1—Number of graduates from Soviet institutions of higher education, by 


type of institution, 1952-55 


{In thousands] 





Type of institution 1952 | 1953 | 1954 | 1955 

Engineering. _- ae Se ticahiemmanan eas décvenerneeewed eae | 30 40 | 53 63 
Agriculture__.. ; Shas En ea ee ee eee ere ate | 15 ah ~ oo 21 
Health ; gaidecwces | 17] 16] 24 25 
Feonomics et Se ae . eae 8 | 9} 10} 11 
Universities ‘ 5 - seca ; Sl ' Di) SRY RD cae 18 
Teacher training and ee seeks ows ‘é 3 69 | 65 53 47 
NR Se detican hasigies acted 157 165 175 185 


The total number of graduates from higher educational institutions is lower 
in the U. S. S. R. than in the United States, for in 1952 there were 333,000 new 
colle ee gr aduates in the United States, compared to a figure of 157,000 in the 
U. S. S. R.; in 1955 the figures are 281,000 and 185,000, respectively. However, 
it must be pointed out that many of the graduates of American colleges receive 
not professional training, but a liberal education, while all graduates from the 
Soviet higher educational institutions are given training in engineering, teaching, 
science, and so forth. <A particularly important trend must be noted in the number 
of graduates in engineering: in the Soviet Union their number rose from 30,000 in 
1952 to 63,000 in 1955, while in the United States it decreased from 30,000 in 
1952 to 25,000 in 1955. In agriculture the number of graduates in 1952 was the 
same in both countries (15,000) while in 1955 the number declined in the United 
States to 12,000 and increased in the Soviet Union to 21,000. In the health 
sciences there has been a marked rise in the U. 8S. S. R. over the 4-year period, to 
be contrasted with the constant number of 28,000 graduates in the United States. 

The importance of scientific training in higher —— in the Soviet Union 
was underlined by the opening on September 1, 1953, of the new building of 
Moscow University on the outskirts of the capital. The main, 32-story building 
hes a volume of 48.3 million cubie feet and contains the geology-geography de- 
partments, the science library, the mechanics department, the mathematics de- 
partment, an auditorium seating 1,500 students, and the administrative and 
social rooms for the university. The adjoining buildings, each of a capacity of 
9.4 million eubic feet, house the physics and chemistry departments. In all, the 
university consists of a complex of 27 basic buildings and 10 service buildings. 
These contain 1,693 laboratories, 21 auditoriums with seating capacities of 160 
to 600, and 141 recitation rooms. There are 6,000 rooms available as living 
quarters for undergraduate and graduate students and 184 apartments for instruc- 
tors and professors. The university has a library of 1,200,000 volumes. A 
faculty of 2,300 (of whom 30 are academicians, 59 corresponding members, 486 
doctors, 846 kandidats, 407 professors, and 498 docents) teach 18,200 university 
students and 1,600 aspirants (graduate students). This impressive complex of 
buildings, which dominates the Moscow skyline, was built solely for the training 
of scientists. 


TABLE 2.—Number of doctor of philosophy degrees granted in United States and 
kandidat degrees in U. 8. 8. R., 1952-55 


[In thousands] 














Degrees 1952 | 1953 | 1954 | 1955 
United States doctor of pany aah ; awa : wane Oe ow, ae 4.4 
“oviet kandidat_.. ; zag : Lk Stites Swe ES) KS) FSi “Se 
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GRADUATE WORK 


Graduate work in the Soviet Union leads to two degrees, that of the kandidat 
and that of doctor of science. The kandidat degree is of a slightly lower stand- 
ard than the American doctor of philosophy but definitely more advanced than 
our master of science. The requirements for the kandidat degree are comple- 
tion of a series of courses in an institution of higher education, successful 
solution of a research problem, and presentation and public defense of a Kandidat 
dissertation. Table 2 gives a comparison of the number of kandidat degrees aud 
doctor of philosophy degrees given in recent years in units of a thousand. 

The doctor’s degree in the Soviet Union is different from that given in Western 
Europe and the United States. In the Soviet Union the doctor of science is 
awarded for mature, independent research which normally requires a maximum 
of 4 years’ work. It is formalized in a dissertation and is subjected to a public 
examination. Before this degree is awarded, the dissertation must also be 
reviewed by a board of experts designated by the supreme accrediting committee 
(VKA), which finally grants the degree in the name of the Government. It thus 
represents Soviet Union recognition of a mature scientist. About 500 doctor of 
science degrees are granted annually. 

The numbers of personnel professionally trained in science in the Soviet Union 
and the United States are given in tables 3 and 4; the figures there show defi- 
nitely that the pool of scientists and engineers in the Soviet Union is comparable 
to that in the United States. Scientists employed in research and teaching in the 
U. S. S. R. number 165,000; in the United States, 250,000. 


TasLe 3.—Number of university graduates employed in science, Union of Soviet 
Socialist Republics and United States 


U.S.S. R. |United States 


| 
Living university graduates, all fields____- Te ae oo bax : | 2, 680, 000 | 6, 040, 000 
Graduates employed in science -_---_- a , . 1, 140, 000 | 1, 150, 000 


Physical sciences and engineering --_---_- Dake uWatnectdeacaeseneenines 625, 000 | 545, 000 
_ be E ——— a 310, 000 | 445, 000 


Agriculture. bia deneh ochre eRe ; cibaiie nics Romine en 205, 000 | 160, 000 





SCIENTIFIC PUBLICATIONS 


An important feature of science is the dissemination of scientific information. 
It is through scientific journals that scientists keep abreast of recent developments 
not only in foreign countries but also in their own country. Information so 
obtained is used either to modify their research programs to avoid duplication or 
to stimulate approaches new to research. Soviet science has not neglected this 
feature of scientific activity. The publication program of the Academy is prodi- 
gious. Fifty journals appear weekly, monthly, or bimonthly, ranging from 
Priroda (Nature), a monthly popular science magazine, and the Doklady (Re- 
ports) of the U. S. S. R. Academy of Sciences, which give four-page communi- 
cations on the latest scientific developments in the Soviet Union, to numerous 
journals devoted to specific sciences. In physics alone over 500 articles are 
published every year. 

Soviet science, isolated as it is from the Western World where most of the 
discoveries are made, uses three methods for following scientific developments 
in the West: review journals, translations of foreign treatises, and a journal of 
abstracts. Review journals are periodicals which give a detailed survey of 
subjects of current scientific interest; in the Soviet Union there are separate 
journals of this type for mathematics, physics, chemistry, and biology. The 
articles in them are well written and are ideally suited to keeping a reader in- 
formed on developments in a critical scientific field. It has also been the policy of 
the Academy during the last three decades to translate and publish in the Soviet 
Union all important English, American, French, and German scientific treatises. 
The Soviet Union’s own books on the physical sciences are excellent—well com- 
piled and on a par with their western counterparts. They are published in large 
numbers and sell for a very low price. 

The classification, systematization, and indexing of the tremendous number of 
scientific articles are carried out by the journals of abstracts. These periodicals, 
of which the most extensive is the American Chemical Abstracts, condense 
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articles to short abstracts, which are then printed in sections arranged by subject 
matter and thoroughly indexed according to subject, formula, and author. Avail- 
ability of such abstract journals is indispensable for scientific work, for they 
minimize the possibility of duplication and guide the research worker through 
the forest of scientific facts. In chemistry there are about a million compounds ; 
by using an abstract journal and its indices a research worker can compile a 
bibliography on any one of them in a matter of several minutes. Publishing 
an abstract journal is a very expensive enterprise, carried out for chemistry and 
biology in the United States, and for physics in England. 

Two years ago the U. S. 8. R. Academy of Sciences embarked on the publication 
of an abstract journal Referaty, which will cover all fields of science. In 1953 
7 branches of science were reviewed in 3,000 manuscript pages. The journals 
scanned for material were both Soviet and foreign. In 1954 the number of 
manuscript pages rose to 18,574, containing 102,000 individual abstracts—the 
equivalent of 35 volumes of an encyclopedia. In 1955 the Academy planned to 
expand the abstract journal to 25,000 manuscript pages. The abstracts are of 
high quality and testify to the large number of people in the Soviet Union who 
have received an advanced education in science. A special institute of scientific 
information has been created for the purpose of organizing the distribution of 
scientific knowledge in the country. The Referaty may be the most ambitious 
and comprehensive scheme in existence for extracting the essence of scientific 
results, sorting it according to subject, and making an index to the information 
so obtained. 


TABLE 4.—Number of individuals holding advanced degrees in science in Union of 
Soviet Socialist Republics (Kandidat) and United States (Ph. D.) 


| 
1 8. R | United States 


All scientific fields..............-- léclawone ‘aun | 64, 000 51,000 
| 


Physical sciences rene ‘ eee ade eral 33, 000 32, 000 
Health - : See ae ee Roomate a aan a3 19, 000 8, 000 
Agriculture --. ; ; ibsadhtvesdobuwes bichainihiger desks wees 12, OVO 11,000 


IDEOLOGY AND SOVIET SCIENCE 


Before the advent of totalitarianism there were no ideological distinctions in 
science. The laws of nature were invariable, unaffected by changing national 
scene. The methods of science were the same throughout the world, the validity 
of experimental fact being based on the reproducibility of experimental results 
by any scientist skilled in the art of experimentation. The usefulness of gen- 
eralization and the fruitfulness of the theories were subjected to free criticism 
untarnished by attacks on personalities and by appeals to authority. During the 
period of totalitarian regimes, and particularly after World War II, a new type 
of science arose—a ‘‘Marxist science.’ In this form of science, conformity with 
the “dialectic materialism of Marxism” was established as the new and crucial 
criterion of truth. The struggle in the U. S. 8S. R. betweeen Soviet Marxist sci- 
ence and supporters of western bourgeois science culminated in 1948 in the 
famous genetics controversy. In this heated polemic as to whether effects caused 
by environment can be passed on to progeny, scientific reasoning was abandoned 
and scientific decision was reached not by scientists but by an excathedra pro- 
nouncement of the Central Committee of the Communist Party. In forcing their 
decision on the genetics discussion the Central Committee interfered with due 
process for establishing scientific truths, The result was the death of genetics as 
a science in the Soviet Union and the disappearance from active scientific work 
of a number of prominent Soviet scholars. Furthermore, the decision of the 
Central Committee had its repercussions in other branches of Soviet science. 
In chemistry, a number of scientists were taken to task for espousing the 
“ideological resonance theory of the structure of organic molecules”; in physics 
the controversy centered on relativity, quantum mechanics, indeterminancy prin- 
ciple, definition of force; in physiology on the methods of Pavlov physiology. 
Many public discussions were held on these subjects; many scientists were pub- 
licly rebuked for what appeared to us in the West a trivial deviation from a 
weakly delineated party line. 

In the last 3 years a calm has settled over Soviet science. No violent polemics 
shake its structure. Although there has been no public renunciation of the views 
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of Lysenko’s Marxist genetics, the academy does not appeal to the principles 
of Marxism for the development of Russian science. 


CONCLUSION 


An attempt has been made in this paper to present some of the salient features 
of the large and complicated national activity encompassed by the phrase “Soviet 
science.” As the world moves into the nuclear age, it should be apparent to all 
who consider the Soviet scene that Soviet science represents a tremendous 
potential for scientific and technological progress, that some of this potential 
has been translated into success, and that the Soviet leadership is making a con- 
scious; well-planned attempt to assume the scientific leadership of the world. 

Dr. Turxevicn. My point is this: Soviet challenge is expressed in 
science and technology—Soviets are using science and technology not 
only to build up their military and economic system but they also 
are beginning to use it as a medium or a tactic in foreign affairs. 

The Soviet leaders have stated very definitely their objective in 
science. I would like to read to you a translation I have made of an 
address by Dr. A. N. Nesmeyanov, president of the academy. In 
1955, he concluded his speech to the U. S. S. R. Academy of Science 
by saying: 

On the whole, I support the view that in our scientific competition with other 
states we must compete not so much in numbers as in ability. Productivity 
of work plays, in science, a greater role than in industry. Good organization 
of scientific work on a wide scale is capable of increasing by many factors our 
strength and success. In this connection, initiative of the indivdual sections 
of the academy is necessary. 

Since we are well organized, since we have focused on the solution of important 
key problems of science, since we have thought out carefully the distribution 
of scientific work, since we are supplied with the latest scientific technique, and 
have available the well-integrated work of the scientific forces of the whole 
country, we undoubtedly will go firmly to the attainment of first place in world 
science. 

This is the avowed objective of the president of the Soviet Academy 
of Science. The Soviets are out to be the first in science and tech- 
nology. 

I also would like to tell you a discussion I had in Geneva with 
one of the leading political people in their scientific group. I had 
just given my scientific paper at the United Nations Conference on 
Peaceful Uses of Atomic Energy. The Russian delegate came to me 
and congratulated me. I thanked him, and said that it was very 
pleasant to have competition between our two countries, not in mili- 
tary affairs or economic matters, but in science. I used the word 
“konkurentsya.” He looked at me and said: “Professor, we would 
not use the word ‘konkurentsya’ in the Soviet Union. It has bad 
connotations. It means getting ahead by pushing the other man into 
the ground. We have a better way of doing it, and a better expres- 
sion, ‘sorevnovanye’—getting ahead by climbing on his shoulders.” 

This is the new spirit of Soviet science. They are not out to 
destroy us, they are out to use us, to get ahead. This must be kept 
in mind. 

We know science is used by the military in the Soviet Union in 
connection with atomic warfare. They also use it in the economic 
sphere. Now the Soviet press has been talking about exporting 
scientists and technicians to other countries in order to exert indirec tly 
their influence through science. 

To evaluate the Soviet science and technology one must consider 
four fields of activity of science and technology in the modern state. 
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The first field is that of maintenance of the technological plant, the 
industrial functions of a country—running factories, operating 
plants. You need a certain number of scientists and engineers to do 
that. The Soviet Union is well staffed for such an activity. 

The second activity of scientists and technologists in a modern state 
is development work—taking discoveries of pure science and applying 
them to make products on a mass-production scale. Again we have 
evidence from their airplane industry, from their automobile industry, 
from various other industries, that the Soviets are very good in the 
development field. They even may be better than our friends and 
allies, the British or the French. 

The third field of scientific and technological activity is what I 
would call “pedestrian research”—extending knowledge in a very ob- 
vious direction. A large amount of such research goes on all over the 
world, including in our country. Most men who have had a standard 
training in science and technology, when presented with a scientific 
developme nt carr ied out by others, can say “We shall do this” or “We 
shall do that.” It does not require a genius to propose obvious ex- 
tensions of technology, or very clever men, but just good well-trained 
men. The Soviet Union does a tremendous amount of work in this 
area of standard pedestrian research. A fictitious example of such 
work, would be the following: We in the West have made acids with 
1,2, 3,4, up to 20 carbon atoms: they will make 1 with 21 carbon atoms. 
They would use the same method as we do. Their accomplishment 
constitutes research since nobody has made one with 21 atoms before. 
But this is not what would be called very high quality research. Such 
research is very necessary for industry. The general progress of 
science requires such routine research operations. ‘The Russians do a 
tremendous amount of such work, particularly in chemistry. Also, 
such scientific activity has a very definite advantage, because it gives 
people training—training in experimental work. We must recognize 
that the Soviet Union is training their scientists and technologists by 
repeating work that we have done, by extending our work a little fur- 
ther along. 

The Soviets are quite weak in the category of fundamental “key 
research.” I have been looking over Soviet scientific literature rather 
thoroughly for the Jast 7 or 8 years and I have met very many of their 
scientists at international meetings. I have not seen a single potential 
Nobel laureate. One Soviet scientist may possibly receive a Nobel 
prize for a discovery he made in 1946. I can characterize the status 
of Soviet science in another way. If we in the West did not know 
what the Soviet Union was doing i in science, the progress of Western 
science would not suffer materi: ally, 

On the other hand, Soviet science could not make the rapid advances 
if it did not have a very good idea of what is happening in the West. 
They are building on top of us. For this drive the Soviet science has 
a tremendous potential. The Soviet Unien is a major scientific and 
technological power. It has all the elements necessary to make it a 
still stronger scientific power. It has a strong tradition that it in- 
herited from Imperial Russia. The Soviet Union is well equipped 
with laboratories and with equipment in the laboratories. It has un- 
limited funds available from the Government for what we would call 
pure research. As one Soviet leading scientist told me, money has 
never been a handicap to the progress of Soviet science. 
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EDUCATION GEARED TO SCIENCE 


The Soviet Union has a big manpower pool. As my article indi- 
cates, and studies by DeWitt, at Harvard, and others have shown, 
education in the Soviet Union is particularly geared for developing 
scientists and technologists. It has an integrated administrative 
structure in science. No: country has such a w ell- organized apparatus 
for science as the Soviet Union has. The President of the Soviet 
Academy of Sciences, Alexander N. Nesmeyanof, is a very, very im- 
portant man in the Soviet Union. He occupies a position that no other 
scientist occupies in any other country. He has a rank very similar 
to that of a Minister, and he controls‘all science in the Soviet Union. 
He presides over the Academy of Science, which is considered and 
spoken of in the Soviet press and publications as the general staff of 
Soviet science. This general staff controls the work of the institutes 
of the academy which, in scientific development, play a role akin to that 
the guard regiments execute in the army. Soviet science is organized 
very ; much like an army. 

Ree ently Soviet science has been freed from the ideological strait- 
jacket in which it had been clad the last 20 years. One of the weak- 
nesses of Soviet science under the Stalin regime was application of 
principles of Marxism rather than prince iples of world science as cri- 
teria of truth. We are all familiar with the famous genetics contro- 
versy where, instead of experiment as a criterion for the truth, an ex- 
cathedra statement from the central committee determined whether 
environment or heredity affected progeny. There has been a change 
in the Soviet Union in that this ideological straitjacket, to which part 


of science was subjected, has been removed. This freedom is giving 
a tremendous lift to individual Soviet scientists. Many of the s sclen- 
tists have come back from “places unknown,” and have been greeted 
with honor. It is now considered a greater honor to have returned 


from “places unknown” than to have received in the past a Stalin prize. 


SCIENTIFIC CONTACTS WITH THE WEST 


All this is giving Soviet science new strength. Furthermore, as we 
all know, Soviet scientists have had greater contacts with Western 
scientists. These meetings have been a great morale builder for the 
Soviets, because in carrying out this fundamental “key” research, in 
carrying out significant developments i in science that break through 
the barrier of human i ignorance, contacts between scientists of various 
countries are a source of i inspiration. The Soviet science has suffered 
because of lack of such contacts. Soviet science has been monotonous. 


STATUS AND FUTURE OF SOVIET SCIENCE 


What I would like to do with you now is to just talk about various 
parts of science—physics, chemistry, and mathematics—and point out 
where the Russians have made progr ess or claimed to have made 
progress. I would like to compare it with what we have done, and 
indicate the prognosis for the future. 

Physics has been one of their strongest fields. In the field of atomic 
weapons I do not have to emphasize to this group or to anyone in this 
country that the Soviet Union has made notable progress. The Soviets 
have mastered the technique of making atom bombs ; they have made 
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thermonuclear weapons, and they are breathing down our neck in the 
nuclear armament race. No other country except England has been 
able to attain such progress with respect to ourselves. I think we all 
ought to realize that a time will come when other countries of Europe— 
France, Sweden, et cetera—will have the ingredients necessary for 
atomic war. 

We certainly can conclude that in the atomic warfare field their 
technology has been very good. 


SOVIET SCIENCE COMPARED WITH WESTERN SCIENCE 


Chairman Ricwarps. You say very good, Doctor. How good is it 
compared to others? How good is 1t compared to the Germans‘ I 
mean up to the time of the end of the war. 

Dr. TurKevicu. I do not think they were as good as the Germans, 
French, or British at the end of World War II. It is obvious that 
during the short time since the end of World War II they were able 
to make the nuclear weapons. England is just beginning to test them. 
This is certainly evidence that if the Soviet Union wants to concen- 
trate on any scientific or technical field, they can successfully develop 
that field. 

Mr. Smirn. But did they not steal what they have from us or from 
the British ¢ 

Dr. Turkevicn. In the first place, they had the assurance from us 
that a nuclear weapon can be made. Secondly, they must have ob- 
tained a reasonable amount of information from their espionage activ- 
ities. ‘The sober fact is that they did construct atomic weapons. The 
British also had information. 

Chairman Ricnarps. One of Britain’s troubles was the money, but 
could they have done it earlier had they invested in it ¢ 

Dr. Turkevicu. Another comparison between the three countries, 
the Soviet Union has a uranium 235 diffuser. The British are just 
beginning to build such a diffusing plant. I think we have to concede 
the fact that in the case of the Soviet Union we are dealing with a 
major scientific power, that the Soviet Union can deliver technological 
goods and they have delivered the technological goods. Whether the 
Soviets got it by hook or crook is irrelevant for my argument right 
now. If the C ‘hinese received the scientific information, if Chile 
received it, if Yugoslavia obtained it, they could not do much with it. 
The Soviet Union can exploit and develop scientific knowledge, even 
though it is not effective as vet in creating it. 

Chairman Ricuarps. Those 50,000 scientists that they are turning 
out of the educational centers there, how well are they grounded in 
the fundamentals of science as compared to our graduates in that 
field / 

Dr. Turkevicu. The training in science in the Soviet Union is very 
thorough. Their textbooks are good. To my mind, their training 
has one very serious limitation—it is too highly ‘specialized. They are, 
to use an expression, often overeducating their people beyond their 
intelligence. One can do that, and I, as an educator, can testify to 
that. “They are loosing flexibility in their manpower ool. 

Chairman Ricwarns. You are not talking about their native ability, 
are you ? 
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Dr. Turxevicn. No. I am talking of their engineering training. 
They turn out a large number of engineers. The evidence we have 
is that these engineers are highly specialized. They differ from engi- 
neers we turn out in this country in that our training is such that 
American engineers can tackle any number of engineering problems. 
This is one saving grace in this technological manpower race. 

The second important Soviet activity field is atomic power. The 
Soviet Union, as you know, showed at the Geneva Conference two 
summers ago moving pictures of a reactor. They have a reactor that 
produces electricity. They claim this is the first reactor that does 
produce commercial electricity. In my discussions with them I told 
them that we also had one, but we did it the hard w ay; we built it 
under water to power a submarine. Their program in the reactor 
field is very strong and ambitious. Their reactor outside of Moscow 
is 5 000 kilowatts, and their program envisages in 5 years a 2-million- 
kilowatt reactor. 

They have pointed out to me they really do not need these reactors. 
They have other sources of energy, just as we do in the United States. 
This program undoubtedly is bei ng pursued for prestige purposes. 

They have also organized outside of Moscow a center of research 
for their satellite countries. This is an example of their use of scien- 
tists to keep their satellites together and to subject other countries 
to their scientific influence. 

‘Their work on the peaceful application of the thermonuclear reactor 
is extensive. I have a strong feeling that this is the problem they 
would like to beat us on more than any other one. They are very 
anxious for prestige discoveries in the field of science. There has 
been a recent report of a conference on peaceful application of the 
thermonuclear reaction in Moscow. Judging from this report they 
seem to be using some of the ideas that have been publicly disc ‘ussed 
in this country. The prestige race in science is on. Another feature 
of it is the high-energy accelerator. As you know, one of the instru- 
ments for nuclear research is the high-speed particle. This high-speed 
particle is generated in accelerators. Right after the war we built an 
accelerator of 400 million volts. About 3 years ago the Soviet Union 
announced one of a similar type of 680 million volts. They did not 
develop a new principle nor did they use a new principle in the 
construction of this accelerator. They just made a larger one than 
we did. They built on what we had. 

Mr. Smrru. Has that been verified ? 

Dr. TurKkevicn. Yes. 

( Discussion off the record. ) 

Dr. Turkevicn. In the meantime we had used another principle 
and built an accelerator of 3 billion volts at Brookhaven and one of 
6 billion volts in California. The Soviets announced in Geneva 2 sum- 
mers ago that they were building one of 10 billion electron volts. They 
showed us pictures of it at that time. Our scientists visited this ac- 
celerator last May. The claim is it will operate within a year or two. 
This accelerator is a tremendous scientific tool. The weight of the 
magnet is 36,000 tons. Our biggest magnet to date is 9,000 tons. 

We countered by a new Brookhaven accelerator geared for 25 bil- 
lion volts. The Soviets have come out with designs that they disclosed 
at their Moscow Conference in May and in Geneva this summer for 
an accelerater rated at 50 billion volts. A tremendous amount of 
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money has been assigned to this project to gain prestige. They have 
not beaten us as yet, but they are trying very hard to take away from 
us leadership in this ari ular field. 

In the field of cosmic rays they tried to achieve fame 6 years ago, 
but this was not successful. 

Another field in which they are very active is the field of solids. 
Technologists can replace radio tubes, photoelectric cells, and so on, 
by solids. This field has been actively exploited the last 30 years by 
the Soviets. 

During the past few years there have been numerous articles pub- 
lished in the Soviet scientific publications. In spite of the large num- 
ber of engineers, in spite of the large number of scientists, in ‘spite of 
the well- equipped laboratories, and in spite of a high standard of living 
for their scientists and engineers, the yield in high-grade published 
articles has not been very great as yet. The potential is there, but the 
yield to date has not been great. 

In the field of mathematics, 10 years ago the Russian mathematicians 
were the top people in the wor ld. Now they are just about as good as 
we are. The leadership in this field is now held by the Frene h. 

( Discussion off the record. ) 

Dr. Turkevicn. Another active field is that of calculating machines. 
Many scientific problems are hampered by mathematical difficulties. 
It is a major achievement when a country is able to construct giant 
machines which permit the computation of complex problems. The 
Russians claim their BESM machine can carry on 7,000 operations a 
second, It isa very fast machine. The machines that we have in this 
country do about 15,000 operations a second, and we hope to have one 
that is going to carry out 140,000 operations a second. Here again we 
have a race going on between the two countries in another field of 
scientific endeavor. 

In chemistry they have not been as strong as they could be. They are 
supposed to have a strong field in explosion chemistry and gas dy- 
Names, 

Soviet science has been particularly weak in one field of great hu- 
manitarian interest, and that is in the field of antibiotics, natural 
medicinal products, biochemistry, and drugs. This field has had 
tremendous advance in the West. It has increased the health of the 
world’s population and also extended the span of life. The Russian 
scientists have not been active in that field. Their President Nes- 
meianov has taken them to task repeatedly for this. 

One could go on through the various fields of science and technology 
and point out what they have done here and there. This would take 
time. I would like to say in summing up that there is a tremendous 
amount of work in the Soviet Union in science and technology. A 
large fraction of this work is good extrapolation of the work done in 
the West and very similar to work done in the West. They may do 
something that we have not done, and often do it, but the reason why 
they have done it and we did not, is often because we did not get to it, 
and they got to it first. 

This does not mean that in the future we are not going to have a 
flowering of Soviet scientists and technologists. They have an exten- 
sive potential, and the more contacts the Soviet scientists have w ith the 
West, the greater will be the possibility that significant “key” dis- 
coveries will come from the Soviet Union. 
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SOVIET SCIENTIFIC PERSONNEL 


There is one heartening feature about the present situation. Most of 
the Soviet scientists one sees in the West, and from what one can judge 
from the biographies of those one does not see, come from the old 
Russian intelligentsia. This social class has not been exterminated by 
the ruthless rule of the dictatorship of the proletariat. It has sur- 
vived and many of its members and their children are scientists. 

Chairman Ricwarps. How can these Russian scientists do such a 
good job under that system? They still have to come through the 
standard academic system to learn what they learn ? 

Dr. Turxevicn. The stubborn fact remains that they have pro- 
duced scientists, that science has survived 40 years of a ruthless regime, 
and Russian scholars produce considerable amount of creditable work. 

Chairman Ricwarps. We are confronted with a fact. 

Dr. Turxevicu. That is a fact. One explanation I have offered 
s that science was the only safe release they had for creative activity. 
They have no opportunity to take part in political life and discussions 
of the economics of their country. They have concentrated all their 
efforts and their energies in their science. This is a release mechanism. 
As you know, some of the best works that we have, have been written 
in prisons. Did not John Bunyan write The Pilgrim’s Progress in 
prison and did not Cervantes write some of his greatest works while 
in a dungeon ? 

Chairman Ricwarps. I believe Bunyan learned to write long be- 
fore he went to prison. But the fact remains you are telling us the 
situation exists. 

Dr. TurkevicH. Yes. There is, however, this hopeful feature in 
that the scientists represent a group of reasonable people in the 
Soviet Union. In all my discussions with them they were very sin- 
cere in their concern about atomic warfare. They say they will try 
to do everything on their side to curb the breakout of atomic warfare. 


PROPOSED EXCHANGE OF VISITS BETWEEN SCIENTISTS OF THE UNITED 
STATES AND THE U. S&S. S. R. 


The contacts they have had with the West have shown them that we 
also are reasonable people. They were very much surprised, I think, 
to find we had 2 legs, 2 hands, and that we smiled. One could see that 
during our first contacts at Geneva with the first large group of Soviet 
scientists. They were very solemn at first, but then they warmed up. 
It should be a very explicit point in our relations with the Soviet 
Union to cultivate visits by the groups of scientists, engineers, their 
literary writers and artists. As time goes I think they will realize 
that their scheme of doing things is not the right scheme. The good- 
ness in man will finally come out in the Soviet Union. During this 
period we should restrain all evil on their side and hope, because this 
is part of our religious belief that the good will win out. We must 
use that principle in governing our relationships with other countries. 

There are certain concrete things that can be done from the stand- 
point of science and human relations. We must sponsor visits be- 
tween scientists of that country and scientists of this country. We 
have to do it in the framework of preserving the security of the 
United States. The policy of the Government to date has been to 
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take small areas, exchange visits in those small areas, go on a quid pro 
quo basis. If we show them something they must show us the 
analogous thing in the Soviet Union. In “all these exchanges it must 
be realized that they will get far more scientific and technological 
information than we will. 

On the other hand, they would get that type of information any- 
how, if not from us, from other countries in the West. What we will 
hope to gain by suc th visits is a political maturing on the part of an 
important body of Soviet citizens. 

One of the main problems, I think, in connection with the Soviet 
Union, and this will be a problem also in our relations with other 
countries, such as India and China, is that scientific and technological 
maturity comes very rapidly. It takes less than a generation and a 
country can become a major technological and scientific country. All 
one has to do is to look at history and see the development of Germany. 

Germany got its knowledge and technology from England and 
France in the 19th century. 

We can also look at our own history. We were not much of a scien- 
tific or technological power before World War I. We have certainly 
gone places since that time. We have also seen this rapid rise in the 
Soviet science and technology during the last three decades. 

But this rapid rise in Soviet science and technology has not been 
accompanied by a maturity in economic, political, and even spiritual 
things. They are a very, very immature country so far as economic, 
political, and cultural values are concerned. It should be part of our 
duty as religious people, as people who carry the tradition of western 
culture, to educate and bring that country and other countries to the 
maturity so that they can join us in the conclave of nations for the 
betterment of the world. 

This is a job that we have to do, and I think we have an instrument 
to do it through the Soviet scientists. 

Chairman Ricwarps. Those people come here and what they pick 
up is important, and the fact that they see something they never saw 
before in all probability will be mighty helpful. 

Doctor, that was very, very helpful. I know your statement has 
been very helpful. 

Mr. Smiru. To what extent are the German scientists being used 
in Russia ? 

Dr. Turkevicu. Off the record. 

(Discussion held off the record.) 

(Whereupon at 5:40 p. m. the committee adjourned.) 
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THURSDAY, OCTOBER 11, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON ForerGn AFFAIRS, 
Washington, D.C. 

The committee met at 10 a. m., in room G-3, United States Capitol, 
Hon. James P, Richards (chairman) presiding. 

Chairman Ricuarps. The committee will come to order, please. 

Ladies and gentlemen, we are privileged to have with us this morn- 
ing two very distinguished witnesses, Mr. Finletter, former Secretary 
of the Air F orce, and Mr. Kennan, former Ambassador to Russia. You 
know these two gentlemen and there is no use for me to go further into 
their backgrounds. 

I would like to call to the attention of the witnesses that we are 
holding these hearings as a result of a resolution passed by the 
Foreign Affairs Committee on June 21. That resolution provided 
that this committee would reexamine and reappraise the objectives 
and methods and results of the foreign policies and programs of the 
United States, particularly as they relate to the Mutual Security Act. 

[I want to express to you our appreciation that you would come here 
and give us the benefit of your views. 

The first witness this morning is Hon. Thomas K. Finletter. You 
have a statement ? 

Mr. Frnurrrer. Yes; I have, Mr. Chairman. 

Chairman Ricnarps. Will you proceed, sir. 


STATEMENT OF HON. THOMAS K. FINLETTER, PARTNER, COUDERT 
BROS., NEW YORK 


(Formerly special assistant to the Secretary of State, 1941-44; con- 
sultant to U nited States delegation to United Nations Conference, San 
Francisco, 1945; Chairman, President’s Air Policy Commission, 1947- 
8; Minister in Charge ECA mission to United Kingdom, 1948-49; 
Secretary of the Air ‘Force, 1950-53.) 


Mr. Finterrer. I am honored to have this opportunity to appear 
before the Committee on Foreign Affairs. 

I would like to say, Mr. Chairman, that I was not familiar with 
the resolution which you just read when I prepared my statement. I 
hope you will forgive me if I go a little beyond the field of mutual 
security, although most of ae T have to s: ay bears on the subject. 

Chairman Ricnarps. I will say also that these hearings are in execu- 
tive session and there will be nothing published without your consent 
after giving you an opportunity to ‘look at your remarks. 

Mr. Finterrer. Thank you, sir. 
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I submit the following recommendations as to the matters which 
might be explored by the committee during the course of its current 
appraisal of United States foreign policy. 

There is one important matter affecting our foreign policy which, 
if i understand the procedures of the Congress correctly, is not the 
special responsibility of this committee. This is the matter of the 
adequacy of our military defenses. 


NEED FOR SUPERIOR AIR-ATOMIC POWER 


Still, the work of this committee is affected by our defense planning 
bec — our whole foreign policy in the NATO area, at least, where 
we face Russia with her ever-growing air-atomic power, is dependent 
on the United States having an air-atomic power of its own, so well 
defended and capable of such a strong counterblow, if attacked by the 
Russians, that the Communists will know in advance that it will be 
fatal for them to start an atomic war. 

I shall say only this about our military planning: First, we are 
failing to keep our air atomic power at the level I have just referred 
to, which might be called the “sure deterrent level.” That is to say, 
so clearly superior that the Russians would surely respect it. And 
second, I believe that it should be our urgent policy to get our air- 
atomic power back to this sure-deterrent level at the earliest possible 


moment. 
SOVIET COLD WAR OFFENSIVE 


2. The most important question within the immediate responsibil- 
ities of this committee seems to me to be: How to deal with the new 
Russian cold war offensive which is doing us such serious harm in 
what I shall call for convenience the gray areas, namely, those coun- 
tries to the east of Europe which are sometimes called, not entirely 
accurately, the uncommitted areas, the countries starting on the north 
African shore and leading on out through the Near Jast, south Asia, 
southeast Asia, to the Philippines, Japan, and the other Pacific islands. 

To understand this new Russian offensive we have to look at Russian 
strategy as it has evolved since the end of World War II. 


PHASE I OF SOVIET OFFENSIVE—-EUROPE 


Phase I of the Russian attempt to conquer the free world after V—J 
Day was the drive against Europe. The economies of the Continent 
and of the British Commonwealth had been badly battered by the war, 
and the problems of readjustment to conditions of peace made for 
grave political disturbances. Europe looked like good hunting ground 
for the Russians and they drove hard to find the weak spots. This 
phase I, the attack in Europe, was blocked largely by the efforts of 
the United States. 

Our Greece-Turkey policy stopped the Russians in the Mediter- 
ranean area. The Berlin airlift, the Marshall plan, the North Atlantic 
Treaty Organization, and the beginnings of a N ATO defense force, 
with United States troops in Europe and with United States strategic 
air-atomic power in the background, stopped the Russians in their 
tracks in the rest of Europe. So, probing for weak spots, the Russians 
moved their attack to the East. Phase II of the postwar Russian 
offensive began. 
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PHASE II OF SOVIET OFFENSIVE—ASIA 


Tl he catastrophe of the loss of China, prepared as it was by years of 
work of the Russians and of the Communists of C hina, happened. Let 
us note, in order to understand the techniques the Russians are now 
us ing, that China was not conquered by open war by the Red army 
but by indirect force, that is, by subversion, conspiracy, and aid to 
the local Communist forces. Or, as someone once said, by riding this 
movement that was active in China and taking advantage of it as one 
takes advantage of a horse which one masters. 

The next venture of the Russians after their success in China, though, 
Was open. undisguised war, that is, the attack by North Korea on South 
Korea. This, let us note, is the only case in which the Communists have 
engaged in orthodox war in their post-World War II maneuvers to 
conquer the free world; and even here the war was started by the 
armies of the puppet North Koreans, with no Russian or Red Chinese 
troops involved at the outset. 

The resistance of the United Nations in Korea taught the Commu- 
nists a lesson. The free world was not going to be ¢ onquered bit by bit 
in a series of local wars. 

So the next move of the Communists was by what might be called in- 
direct war (much the same technique as that used to bring C hina into 
the Communist area), namely, the device of stirring up a civil war in 
the country to be conquered and then helping the Communist side of 
this civil war by providing it with arms, technicians, and other 
support. 

This, as the committee knows, was the device used in Indochina, and 
it worked well. AJl of the northern part of Indochina was lost to com- 
munism, and more than 10 million free men passed to Communist rule. 

The point I wish particularly to emphasize is that in all of this 
Communist attack in the Far East, which I have called phase IT of the 
postwar Russian offensive, the Communist technique was to conquer 
by force, whether by direct war or by indirect subversion. 


PHASE III OF PRESENT SOVIET OFFENSIVE—NEW TECHNIQUES IN 
UNCOMMITTED AREAS 


And there is a further point: It is that in phase IIT of the Russian 
postwar offensive—that is the phase we are now in and the phase we 
must consider—the Russians have given up their main reliance on 
force, direct or otherwise, and have adopted a wholly new technique. 

The point in time which divides phase II and phase III may be said 
to be the death of Stalin (although I have some hesitation in speaking 
of these matters of Russian history when we are about to hear from 
Ambassador Kennan), but it does seem that before his death Stalin had 
begun to move away from the tough warlike line which had been his 
trademark during most of his regime. 

In any case, it is very important for us to analyze this new Russian 
tec hnique i in what I call phase III, to understand it so that we can 
beat it. 

We are not beating it now. We are still fighting the old Russian 
techniques which they have largely abandoned. We have not yet 
caught up with what the Russians are now doing to us. 
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3. Considerably oversimplified, 
Russian offensive is this: 

The Russians have recognized, and apparently have persuaded their 
Red Chinese ally to go along with them, that there is a much better way 
of conquering the gray areas than by force. The new system is to iden- 
tify the Russians with the revolution of self-determination of all the 
peoples of the gray areas and to make it appear that the West is fight- 
ing this revolution and is trying to defeat the will of the formerly 
colonized peoples to be free and to govern themselves. 

Thus the current Russian attitude in the gray areas (and to a some- 
what lesser extent the Red Chinese attitude) is: 

(i) to be antimilitaristic, because these formerly colonized peo- 
ples think of militarism as the means by which they lost their 
liberties in the past; 

(ii) as part of the same line to preach peace and above all to 
talk of disarmament; to assert that the Russians are the great 
apostles of disarming, while the West, incorrigibly colonialist 
and militarist as they claim it is, blocks the Russian ambition to 
do away with armaments, particularly atomic arms, and thus to 
save the world from the horrors of atomic war; and 

(iii) to identify the economic interests of all these peoples of 

the gray areas with the economic interests of the Russians and 
the Chinese; in short, by means of ruble diplomacy to create a 
great ruble area comparable to the sterling area of the West and 
thus to make one huge economy where the formerly colonized peo- 
ples will sell their excess cotton, rice, and other goods and will 
receive in exchange the manufactured goods of Russia and the 
capital credits they are unable to get from the West. 

This Russian offensive in phase III thus concentrates on two main 
points: First, on antimilitarism, anticolonialism, and prodisarmament, 
not just talk of peace in general terms but specific proposals to get rid 
of atomic and other military forces; and second, on the creation of 
this great ruble area. 


the essence of this phase III 





UNITED STATES COUNTEROFFENSIVE 


. Now as [ have said, it was quite right that during phases I and I 

the ou nited States should oppose force with force. And as the mem- 
bers of the committee know, the countermeasures of force which the 
United States took to combat the tough Stalin line were daring and 
firm. 

First was the Korean war which served notice that the United States 
and most of the free countries of the United Nations would not see 
the free world taken over by force bit by bit. Next was the support 
of the French and Vietnamese in Indochina through the shipment of 
arms and to some extent through the aid of technicians. Then came 
the completion of the vast chi a of politico-military treaties: the bi- 
lateral treaties with Australia, New Zealand, the Philippines, Japan, 
South Korea, and the Nationalist Government of China; and the 
multilateral treaties of SEATO and the Northern Tier or Baghdad 
Pact. Then came the warnings that we would go to war, even to 
atomic war, if the Communists did not respect our line of containment 
in the gray areas—the threats of massive and pinpointed and other 
kinds of atomic retaliation and the threat of landing United States 
ground troops on the mainland of Asia. And, finally, our economic 
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aid policy which, in all of the gray areas, has been warlike in the sense 
that practically all of it was in the form of weapons of war of 
“defense support” items. 


REEXAMINATION OF TREATY COMMITMENTS—NEAR EAST 


5. We need, I think, to reexamine and to change many of these 
policies. 

First as to the various military treaties I have just referred to. Of 
course, having signed these treaties we must honor them. 

I do not think, though, and I suggest for the possible consideration 
of the committee, that we should reexamine our commitments under 
the Baghdad Pact with a view to seeing whether we have become in- 
volved in Near Eastern jealousies to our disadvantage without any 
compensating military advantage. Indeed, the Baghdad Pact seems 
to have contributed to a new development in the Near East which 

calls for a reexamination of our policy in that area. I refer to the 
fact that for the first time so far as I know, the Russians, capitalizing 
on the weakness of our position in the Near East (to which I think 
the Baghdad Pact contributes), have succeeded in realizing the old 
Russian ambition of getting a foothold in this area. The Russians, 
in short, have accomplished what the Baghdad Pact was supposed to 
prevent. Do we not need now to see what substitute policy we should 
develop to prevent further Communist expansion in the Near East ? 


RESTUDY OF SITUATION IN VIETNAM—U. N. PARTICIPATION 


Another area where events have been changing rapidly recently is in 
Indochina. Apparently since the defeat at Dienbienphu, since the 
Geneva Conference and the loss of Northern Vietnam, the remaining 
Vietnamese, under the leadership of Diem are building up a real will 
to resist of that part of Vietnam which is still free. So far there have 
been no hostile military moves from the north. But the situation is 
precarious. It obviously represents a new state of affairs which 
deserves study. One matter which should be considered is whether 
or not it would be possible to bring the United Nations into this area, 
if such is the wish of the local government of Vietnam, to antici- 
pate any aggression or subversion by the Communists in the North. 


LEGALITY OF UNITED STATES POSITION IN FORMOSA—U. N. PARTICIPATION 


Further, I recommend also that a study be made of the current situa- 
tion in the Formosa area. Here the United States and the Nationalist 
(sovernment of China alone are defending Formosa and the Pescadores 
and perhaps the Matsu and Quemoy groups as well. I should think 
that this bilateral defense of these islands should be put on a sounder 
juridical basis. The United States right to be there derives, I take 
it, from the Japanese Peace Treaty, to which there are more than 40 
signatories in addition to the U nited States. I believe it would be 
worthwhile studying whether it would not be juridically better to have 

the defense and the future disposition of Formosa and these other 
islands referred to the jurisdiction of the United Nations, 

Moreover, this would seem to be practically desirable because it 
would put the defense of the islands on a multilateral basis, and may T 
add, on a legally sound and therefore I think morally sound basis, and 
would not subje + the United States to the possibility (in case the Red 
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Chinese should take it into their heads to attack Formosa, or one of 
the Pescadores, Matsus, or Quemoys) of being at war with Communist 
China and perhaps Russia as well, without the support of any allies 
other than the Nationalist Chinese. 


NEW TECHNIQUES TO COUNTER THE SOVIET OFFENSIVE 


6. Now as to the other question which I mentioned above, namely: 
What are the new techniques which we should adopt in order to meet 
this new emphasis of the Russians on peace and their drive for a 
great ruble area? I suggest that the following lines of inquiry by the 
committee might be desirable. 

(a) Should it not be United States policy to identify ourselves 
with the aspirations for self-government of all these peoples of the 
gray areas; should we not, that is, support these peoples in their 
fight for that traditional American principle, the right of self- 
determination ? 

(6) Next: If the foregoing is to be our policy (and it is hard 
to see how otherwise we can hope to reach a meeting of the minds 
and a partnership for freedom between us and the peoples of 
Asia, Southeast Asia, South Asia, and the Near East and Africa) 
must we not greatly lessen the emphasis on military treaties, 
stop the miscellaneous shipment of arms (except where a clear 
defensive need exists), and stop entirely the use of threats of war, 
atomic or otherwise, in the conduct of our foreign relations in all 
the gray areas? 

(ec) Next: If we are to counter this Russian drive for a ruble 
area do we not have to change our foreign-aid policy? Perhaps 
we have to continue defense aid, especially to the threatened South 
Koreans, to Diem in Vietnam and to Chiang Kai-shek on 
Formosa; but nevertheless, I should think that all of our directly 
military and defense support aid must be reexamined. This form 
of aid should be continued only on a clear showing not only that 
it is needed but that it is politically wise to continue it. 

7. The problem which this new Russian offensive puts to the United 
States is basically how to meet these two points. First, how to meet the 
Russian challenge on peace and secondly, how to meet the challenge 
of the ruble area. 


MEETING THE SOVIET “PEACE” OFFENSIVE 


8. First on the peace issue. Here the current battle between the 
Russians and the West centers on the disarmament question. The 
Russian claim is that we are blocking progress by insisting on having a 
complete inspection system in effect in Russia and in the West before 
we will talk about cutting down any of our armed strength. The 
Russians make the point that they have actually reduced (or at least 
say they have reduced) substantially the number of men in the Red 
army. And they assert too that they have made offer after offer to 
make further reductions in all kinds of weapons, including atomic 
weapons, while we hold firmly to the idea of the step-by-step approach, 
of which the first step is to be the installation of an inspection system 
centering around the flyover proposal made by President Eisenhower 
at the summit meeting last year. 
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REEXAMINATION OF DISARMAMENT POLICY 


I know that this question of disarmament has been the subject of 
considerable study by this committee. Nevertheless, I suggest that 
the following points might merit further consideration : 

(a) United States policy on disarmament has changed since Presi- 
dent Eisenhower’s April 16, 1953 speech. Up to and through that 
speech our policy had been that we were in favor of a complete system 
of worldwide enforced disarmament. This policy had previously 
been stated in President Truman’s October 1950 speech to the United 
Nations and in his broadcast in November 1951. Jt was, as I say, con- 
firmed in President Eisenhower’s speech of April 1953. 

Under this policy our attitude was that we favored an all-or-nothing 
approach. I mean our previous approach. We were opposed to 
unilateral disarmament, that is, giving up our arms in reliance on 
Russian promises or even giving up arms in a one-step-at-a-time 
approach to the question. We intended to keep up our armaments 
to full strength until such time as the nations agreed on a complete 
plan for step-by-step moves toward a reliable enforced system of 
total disarmament to be enforced by the United States. 

This policy apparently changed some time after the April 16, 1953, 
speech of President Eisenhower. The new policy was to insist on 
the establishment of the inspection system before there would be any 
consideration at all of the later steps to be taken. 

I do urge upon the committee a restudy of this subject, and par- 
ticularly a close examination of the question whether any policy, such 
as our present one of insisting on having the inspection system first, 
can ever produce results, 

May I oppose my own opinion on this question? The more one 
studies this problem the more one comes to the conclusion that it is 
very difficult to get agreement on one step of a disarmament plan 
unless the whole plan, including all the steps from the first to the 
final one, is agreed upon in advance. There may be exceptions to this. 
But I do not think that inspection is one of them. 

The trouble with this one-step-at-a-time approach to disarmament— 
and this, Mr. Chairman, I do think is a very important point—often is 
that the one step in question is to the advantage of one side or the 
other, usually to the side of the one which proposes it. So you have 
the situation that either the step in question is to the disadvantage to 
the side which proposes it, in which case it is a foolish proposal, or it 
is to the disadvantage of the other side, in which event it will not be 
accepted. 

I therefore recommend that this present policy of demanding that 
the Russians accept our inspection proposals before we discuss any 
of the other aspects of disarmament be reexamined. I do not mean 
by this that inspection is not an absolutely integral part of any enforce- 
ment system. It is. My point is that it should not be the first to 
be considered. 

(6) I recommend, also, as worthy of study, the question whether it 
seems reasonable to hope that we will be able to avoid a great war 
unless the nations do put into effect a complete system of enforced 
disarmament. The argument is often made that our only hope of 
breaking the long series of wars which has continued uninterruptedly 
since the beginning of history is to get rid of the causes of war, and 
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that it is futile to attempt to put into effect a disarmament system 
until the causes of international friction have been removed. I re- 
spectfully disagree with this point of view. I submit that the exist- 
ence of uncontrolled armaments is in itself a major cause of war and 
that we cannot hope to prevent war unless we do achieve a system of 
enforced disarmament. If this is correct it follows that there is 
great urgency in this matter. 

(c) I suggest also, that even if the committee were to agree with 
what F have just been saying, the odds will be very heavy against 
our being able to persuade the nations of the world to agree to any 
acceptable system of disarmament. I submit that the first question 
to be resolved is whether or not this country is ready to go forward 
with a truly complete plan. I believe it is. But as yet no complete 
plan has even been proposed and if one were, the implic ations of it in 
terms of invasions of our sovereignty would be serious. I accord- 
ingly suggest that the committee might consider whether it would 
not be desirable to have a concurrent resolution proposed in Congress 
for the purpose of creating a great debate as to the attitude of the 
country on this question. 


EFFECT OF SOVIET ECONOMIC OFFENSIVE 


9. Now may I say a word on the second question I raised, namely 
that of our foreign economic policy 

I think it will be agreed that we » have to do something drastic to 
stop the momentum of the present Russian drive to create this vast 
ruble area of which I have spoken. Plainly, we cannot let the Rus- 
sians have the onen field to the goal line which they now have in this 
matter of economic policy. Even countries which are strongly in- 
clined to the ideals of freedom of the West cannot stand up against 
Russian offers to buy their cotton, rice and other crops for which there 
is an insuflicient Western market. Nor can they resist the offers 
of loans of foreign exchange which are needed where they do not 
have the capital to build the factories, dams, irrigation systems and 
other capital improvements their economies need. And if those 
countries which incline to the West cannot resist the Russian economic 
blandishments, those who do not feel so kindly toward us will be 
all the more susceptible to the Communist lures. 


MEETING THE SOVIET ECONOMIC OFFENSIVE 


10. The foregoing merely states the problem; the solution of it is 
of the highest complexity ‘and we may be certain of one fact only. 
If the Russians drive for a ruble area is not to imperil our position 
in all the lands from Suez to the Pacific islands, a drastic reversal of 
our present economic foreign-aid policy is necessary. Relatively 
small economic aid is no longer consistent with the responsibility of 
the United States in the world or with the securing of freedom in the 
vast areas of it. How high the figure should be I cannot even suggest: 
I can say only that it would be small relative to the vast sums spent, 
and so rightly spent, on our armed services. Asan order of magnitude 
figure I would suggest something in the order of $2 billion a year of 
obligational authority without giving effect to any reductions in the 
present levels of direct military and defense support aid. 
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GUIDING PRINCIPLES OF UNITED STATES ECONOMIC AID 


11. What though would be the guiding principles on which this 
economic aid would be based ? Secretary of State Dulles has well 
stated the broad purpose when he said: 

The United States cannot live either happily or safely as an oasis of prosperity 
in a desert of misery. No wealthy individual can live happily in a community 
of poverty to which he is indifferent. It is the same with the society of nations. 
All the wealthy and economically developed nations have in fact helped less 
developed countries to develop. We were helped from abroad when we were 
beginning to develop this continent. That is a law of social life and we cannot 
violate it except at our peril. That is more true than ever since the Soviets 
are now themselves offering development aid (New York Times May 11, 1956). 

In fact, we have not applied this principle of Mr. Dulles. I submit 
that we should apply it but I suggest too that nothing less than a com- 
plete shift of emphasis in our economic aid abroad “will enable us to 
comply with this highminded but extremely practical principle which 
Secretary Dulles has announced. I suggest further that if the com- 
mittee decides to study this question further it might consider the 
following principles for a new foreign economic policy, namely: We 
should, in giving our aid, not seek to get in return political or other 
quid pro quos for the money or materials we ship. By that I mean 
immediate political or other quid pro quos. We must not seek gratitude 
or political alliances. The transactions should not be oifts (except 
in the most exceptional circumstances) ; they should be commercial in 
nature and largely in the form of loans. The terms of the loans should 
be generous. Existing markets should not be disturbed, or should be 
disturbed to the very minimum by the loan transactions. There should 
be no encouragement to countries to set up a bidding contest between 
us and the Soviets; indeed our loans should go mainly to those peoples 
who need them and who will accept them in the spirit of partnership. 

These, Mr. Chairman, are but the broadest of generalities. I make 
them only to show how complicated and important the studies of the 
committee on this subject will be. 

j — add this: It would be very difficult to accomplish such a 
reversal of policy, to shift from an emphasis on military aid to 
exactly he opposite, namely, aid which seeks no military or immedi: ite 
political advantage. But I do believe it can be done because it is right: 
because the people of the country will be inclined to accept from their 
elected representatives a new policy which is good if it is properly 
explained to them. 

{ thank the committee for this opportunity to be heard. 


SEPARATION OF MILITARY AND ECONOMIC AID PROGRAMS 


Chairman Ricuarps. Thank you, Mr. Finletter, for that very able 
statement. We will want to ask you a few questions. I have 2 or 3 
[ want to ask and then I will call on the other members of the 
committee. 

We have been confronted for several years with the question of 
whether or not military aid and economic aid should be separated. 
You mentioned the impact made upon foreign opinion by the coupling 
of these two things together. In general this tends to emphasize the 
military side. Pr actically every leader in military affairs who has 
come before our committee has testified that the military phase of 
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foreigi-aid legislation is part and parcel of our own defense program. 
If that is the case, would it not be best for a number of reasons to make 
the military aid features of the program a part of our defense progran: 
and have military aid go before the Armed Services Committee instead 
of coming tothe Foreign Affairs Committee ? 

Mr. Frixterrer. That is a very penetrating and fundamental ques- 
tion. I can give you my quick impression as to the answer and that is 
that I am inclined to think the two types of aid should be separate 
and should be separately administered. I think when you have then 
administered by the same people it is very hard for the administrator 
to know when he is trying to build up our defenses and when he is try- 
ing to comply with this responsibility of the rich United States to ck 
its share as a rich country in relation to other countries which are less 
fortunate. 

I can see where there would be some crossing, some shadowy areas, 
where you could not tell which was which, but on the whole I think 
I would be inclined toward separation of administration. 


LOANS VERSUS GRANTS 


Chairman RIcHarps. I notice you mention loans so far as our eco- 
nomic aid is concerned. Do you think in view of present conditions 
and the Russian emphasis on loans that economic aid should be loans 
instead of grants ¢ 

Mr. Frnterrer. Yes,I do. There may be cases where a grant would 
be appropriate, but I think the closer we make it to a commercial 
transaction, the better. Private enterprise cannot handle all these 


matters, so to the extent the state gets into the matter it is not strictly 
a commercial transaction, but I think we can learn by looking at our 
opponents. My observation is the Russians have been meticulous in 
not giving away money: and second, in not insisting on military or 
political quid pro quos. This is the form of the Burmese and Afghan- 
istan transactions, and I understand the transaction with India as 
well. The deal with Egypt which has caused us so much concern 
was a barter agreement of arms for cotton. 

Chairman Ricwarps. You think loans would be preferable even 
though they were not sound bank loans such as made by the Interna- 
tional Bank? 

Mr. Frnuerrer. Yes. I am suggesting loans of a type which are 
less commercially sound than those of the International Bank or of 
private enterprise. 

Chairman Ricuarps. We would take a chance of losing but you 
think the good that would come out of it in the long run would be bet- 
ter than the grant ? 

Mr. Frinuerrer. I think, sir, we should start with trying to get as 
close to a commercial transaction as possible, which means to start 
with loans. 

Chairman RicHarps. This House has insisted on a percentage in the 
form of loans, and we always did it against the advice of the executive 
people because they insisted the borrowers could not repay. Asa mat- 
ter of fact, the record of repayment of those loans has been very, very 
good, and even when they cannot pay I have definitely come to the 
conclusion we would be wise to put our aid on a loan basis anyway. 
I am glad to hear you say that. 
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Mr. Hays of Arkansas. Mr. Chairman, I did not understand you. 
You say we would be wise to require > to put the aid on a loan 
basis # 

Chairman Ricwarps. Yes; I think the emphasis should be on loans 
by and large. I think there might be exceptions such as the point 4 
program. “Most people who have testified here have said they believed 
that too. But we have had 1 or 2 other people, including some b: inkers 
who say that such a policy interferes with the work of the World 
Bank. I think you could step down from class I loans to class II 
loans, or class III loans, and take the risks. It would be good not only 
from the standpoint of foreign opinion but from the standpoint of the 
solvency of the United States. 

Mr. Smith. 

Mr. Smiru. Mr. Finletter, I think you have given the committee 
many fine suggestions upon which we can go to work very constructive- 
ly, in my opinion. 

Referring again to the statement the chairman just made relative 
to the separation of the military from the general program, in doing so 
it seems to me, and would you not agree, that there is a considerable 
psychological advantage in so doing. We have been at a disadvantage 
in the Communist world, I think, with the charges that we are looking 
out to secure our own personal welfare or interests at the expense of 
the countries we claim to be helping. If we could separate the pro- 
gram I think we in that way would make our position much stronger. 

Regarding the economic phases of the question, there was testi- 
mony yesterday, or maybe it was the day before, to the effect that the 
Russians have not gotten into the aid business to a very large ex- 
tent, and whatever they have done has been on a rather selective basis 
where they could get a particular ‘politics al advantage. 

I think, Mr. ( ‘hairman, Mr. Finletter has given us an outline here 
that could well serve as a model for the matter we have for considera- 
tion. 

Thank you very much, sir. 

Chairman Ricuarps. Mr. Chatham. 

Mr. CHATHAM. I enjoyed your testimony, Mr. Finletter. 

May I ask you, Mr. Chairman, is this confidential like the testimony 
of yesterday and the day before? There will be no statement given 
out. on it ¢ 

Chairman Ricuarps. There will be a statement that the meeting 
was held, and it is expected that the testimony will be released after 
it is revised by the witnesses, but there will be no giving out of testi- 
mony right now. 

Mr. Cuarnam. I agree with the chairman that the military aid 
should go to the Armed Services Committee because it is for the se- 
curity and defense of the United States. 


UNITED STATES PRIVATE INVESTMENT ABROAD 


I want to go into another question I think you are qualified to 
answer. Iam interested in these private investments abroad. Do you 
think tax benefits are better than guaranties? I personally do. If 
tax benefits were given on investments abroad, the company making the 
investment would evaluate the chances of revolutions and confisca- 
tions and things of that sort. I know I would be more interested in tax 
benefits than guaranties. How do you feel about that ? 
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Mr. Fin errrr. I do not think I can answer that question now. I 
would consult the private business community and find out how they 
felt about it. I know the guaranty provisions of the Economic C eal 
eration Act were not entirely satisfactory. I have inclined toward ta 
benefits but have not studied the matter closely enough to answer the 
question. 

Mr. Cuarnam. I have talked to my business associates, and those 
T have talked to were in agreement with me. And, Mr. Chairman, 
Jack McCloy was in agreement with that. 

Chairman Ricuarps. Yes, he was. As you know, existing legisla- 
tion guarantees against loss by expropriation and war. There have 
been some people who wanted to increase the guaranties to include 
revolution. That is going a pretty long way. The question is what 
would encourage foreign capital to these countries. 

Mr. CuarHam. Private capital. 

Chairman Ricwarps. Private capital. That is what I mean, private 
capital. 

Mr. Cuatuam. I would be glad to get your opinion on that because 
I consider you an expert in that field. 

Mr. Frnterrer. Thank you, sir. 


CONGRESSIONAL PROCEDURE ON MILITARY AID 


Mr. Fuuron. I appreciate Mr. Finletter’s testimony because it has 
been helpful. There is one question that is raised by your testimony 
that I would like to go a little further on, and that is the possible 
separation of the military from the economic aid. 

In the first instance some separation of the military from the eco- 
nomic aid is good because it takes away the military cast which rather 
overrides the economic features. 

The question then arises as to who will handle it. It seemed to me to 
be unusual for one committee having the foreign policy in mind to 
be handling only the economic aid for foreign countries, and then to 
separate off the other aid by a division so that the Armed Services 
Committee would handle the foreign military aid only as part of the 
defense of Gibraltar-America. 

In my view on handling the problem, if there are two types of aid— 
that is military or economic aid—if they are separated I think never- 
theless we have to have both of them operated in an area of reference 
that has diplomacy in it. In the question of the procedural method of 
handling it I would like to hear what you think about that. 

Mr. Frnterter. It is presumptuous for me to make any suggestions 
as to procedures to the Congress, but since you have asked me the 
question I will venture to do so. 

I have never thought about this question, and what I am saying now 
is without proper chance to think it over. My quick reaction is that 
I would like to see both in the hands of the Foreign Affairs and Foreign 
Relations Committees because I think foreign aid is not w holly mili- 
tary nor wholly economic, and I think it w ould avoid too sharp a dis- 
tinction between the two and it would give effect to the desirability 
of coordinating the two if the same committees of the Congress had 
had control over both. 

Mr. Fuuron. That is what I feel. I was just raising the question 
here originally. I don’t think it has been discussed here. 
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Chairman Ricuarps. You think there should be separate legislation 
but it should come before the same committee of Congress ? 

Mr. Finuetrrer. That is what I was suggesting, sir. 

Mr. Fuuron. I would agree with that in order to get, first, the paral- 
leling of the policy; and, secondly, the setting of it in an area of 
diplomac: y rather than in an area of the rather isolationist point of 
view, simply the defense of America. 

Chairman Ricuarps. Right now this whole thing is headed up by 
the President. Of course, the President is Comm: ander in Chief. As 
it works right now vou have a setup in the State Department to coordi- 
nate this t hing. The Defense Department runs the military aid pro- 
gram, however. Not a gun goes overseas unless Defense says so and 
not a plane goes overseas unless it works in with our defense program. 

You have the President with two caps on, anyway, as the head of 
the executive department and the Commander in Chief of our own 
Armed Forces. He heads it all up. Therefore, everything could be 
coordinated through the President. 

Right now you would not have to change a thing in the administra- 
tion of the program except the name of it. In legislation heretofore 
we have divided the program under separate headings such as military 
aid, economic aid, and so on. It has been set out that way in the 
bill. 

It would not change anything much simply to introduce two separate 
bills. You have it separated in ‘the bill anyway. 

What I am mainly concerned about are two things: One is the 
possibility that we are creating the impression in some foreign coun- 
tries that we are backing colonialism and that w a knock-them- 
down-and-drag-them-out nation, and the other is ‘i ineeiiaions cre- 
ated on our own people that we have a gigantic foreign aid bill when 
two-thirds is for military aid and, according to the Defense Depart- 
ment testimony, it is essential to our own defense. 

You are familiar with the Air Force setup particularly. We get 
leases on foreign bases, but their usefulness depends on how stable 
those governments are. That stability depends in many cases on 
our foreign aid program. 

I don’t think there would be a volcanic eruption in administration 
if the legislation were handled in a different way than it has been in 
the past. I have wanted to show you the thinking of some people on 
this committee on this matter. 

Mr. Furron. The point I would like to finish on, and I think Mr. 
Finletter and I both were adverting to it, is the question of who sets 
the policy for the sending of the arms. Certainly the Armed Services 
Committee is closely conversant on the foreign policy of the particular 
areas to which they go, so that if it is to mean anything at all it would 
have to mean a transfer of the milit: ry policy on foreign affairs to the 
Armed Services Committee. 

The question then is, Can you have a division of authority between 
the two committees or should the same committee which handles for- 
eign policy under legislation then set the two programs in this area 
of policy, which of course is under the State Department? I just 

raise that question. 

Mr. Frxterrer. I think, Mr. Fulton, there are two separate ques- 
tions: How it is handled within the executive branch and how it is 
handled within the Congress and within each House of the Congress, 
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What I was suggesting at the outset is that first, within the Con- 
gress, the economic aid, purely the economic aid, should be within the 
jurisdiction of the Foreign Affairs Committee and the Foreign Rela- 
tions Committee for the reasons you have expressed. 

The doubtful question, and the one I understood you raised, was 
what should happen to economic aid of a military nature. Where 
should that be? You were raising the question of whether that, too, 
might not be within the jurisdiction of the Foreign Relations and 
Foreign Affairs Committees. 

Mr. Foxton. Yes. 

Mr. Finuerrer. | was suggesting that I think they are so inter- 
twined with the pure economic aid that consideration should be given 
to having them handled—direct military and defense support aid— 
also handled by the Foreign Affairs and Foreign Relations Com- 
mittees, 

Mr. Furron. I agree with you thoroughly on that because I think 
ine policy is more important than the choosing of the particular 

~apons which the Armed Services Committee is “expert on. 

ite Frnuetrer. I think very often these arms shipments, even 
though they are not defense support but straight arms—tanks, air- 
planes, whatever they may be—are matters which have the very high- 
est foreign policy content in them. They are not questions of what 
shall be our defenses, as to which there is no question of policy of a 
foreign affairs nature. 

When tanks, for example, are sent to country X, even though they 
may be only five tanks and therefore not very important as a military 
matter, it very often may have the very highest foreign policy content. 
That is the reason why my answer to your question was to suggest 
that the Foreign Affairs Committee and the Foreign Relations Gom- 
mittee be the committees with the j jurisdiction over ‘these military and 
defense support shipments. 

Mr. Furton. Yes, because it then emphasizes the policy rather than 
the shipment. 

Mr. Finuetrer. Exactly. 

Chairman Ricuarps. On the other hand, the Chairman of the Joint 
Chiefs of Staff and the other military authorities come here and ask 
for military aid money on the ground it is part and parcel of our own 
national defense system. 

Admiral Radford comes here and he says, “This is part of our over- 
all defense program for the security of the United States.” 

The military aid program passes Congress on the basis that it is 
part of the defense of the United States. 

There are, of course, great differences of opinion on this issue. 

Mr. Zablocki? ; 

Mr. Zasiocki. Thank you, Mr. Chairman. I arrived a little late, 
for which I apologize. I am looking forward to reading Mr. Fin- 
letter’s statement. Ihave no questions at this time. 

Chairman Ricuarps. Mr. Hays of Arkansas? 


CRITERIA FOR ECONOMIC AID 
Mr. Hays of Arkansas. Mr. Finletter, it is certainly a pleasure to 


have you with our committee. I appreciate what you have told us. 
It is very enlightening. 
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You used the expression “aid, if needed.” I assume you did not 
mean by that that we are apt to find many countries in a large area 
who do not actually need development aid? I would agree that need 
would be part of the criteria. You do not imply that you think there 
are large countries, many countries, that would not come into that 
situation ? 

Mr. Frntetrer. That is correct. 

Mr. Hays of Arkansas. On the whole, I interpret your statement 
to mean that you regard some need as apparent ¢ 

Mr. Frnuetrer. Yes; I didn’t state it well. What I was trying to 
do is to exclude the giving of economic aid for the purpose of gaining 
political advantage where the need might be doubtful. 

Mr. Hays of Arkansas. I see now. 

Mr. Fintertrer. I didn’t express it well. That is what I meant. 


CRITERIA FOR MILITARY AID—LATIN AMERICA 


Mr. Hays of Arkansas. On the question of military aid, for example, 
in Latin America, as I recall, last year was the first time we had rather 
ambitious proposals for military aid beyond training for Latin Amer- 
ican countries. 

Do you think we are in danger of encouraging countries in that cate- 
gory of diverting energies from sound economic and social programs 
for the benefit of their own people into a military program where it 
is not particularly needed in the present framework of military threats 
to our own security ? 

Do you have any thoughts on that? I was worried about it. We 
didn’t get into it fully enough last year, perhaps, because the commit- 
tee was so pressed with other problems. 

What is your feeling about setting Latin America out for a little 
different treatment from the |: arger Asian and African situations, 
building up, in other words, military structures in the Western Hemi- 
sphere that are somewhat new in this ¢ oncept of defense ? 

Mr. Finterrer. I think there has been a tendency to give military 
aid where it was not needed. You have three areas, roughly speaking, 
where military aid can go. One is to the NATO area, and there mili- 
tary aid is generally, I think, good and is needed, because these are 
our allies and the members of our own society, and we are facing a 
Russian military threat. 

Here I think the case for military aid is apt to be a good one. 

I think you have in the other extreme, the other American Republics, 
and in the middle you have the so- -called gray areas. 

I have been making the suggestion before this committee today that 
we have exaggerated ‘and overdone the militar y policies in which I call 
the gray areas, and I think there is a tendency to exaggerate them even 
more in the case of the Central and South American Republics because 
military aid, I presume, should be sent to them only to the extent that 
this military aid would be helpful to them in resisting an attack from 
without. I don’t see any attack from without on the Central and 
South American Republics. Therefore, I should think military aid 
would not be desirable to these countries as a general rule. 

Mr. Hays of Arkansas. That confirms my ‘feeling. I just wondered 
if it would not be wise not to get into the conventional idea of military 
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aid without reference to the special situations which exist in Latin 
America. 

Mr. Frnterrer. I would doubt whether it is necessary to state these 
negatives—you must not ship arms hither and yon and other places. 
The reason for emphasis on arms is perhaps the one the chairman was 
mentioning a moment ago, and that is that the representatives of the 
executive branch who come up here before the Congress say a certain 
amount of shipment of money or goods is necessary for the defense 
of the United States. That is difficult to resist. i 

I believe that argument has been overdone, and it is for that reason 
that I welcomed Mr. Fulton’s idea of getting these arms shipments 
and defense support shipments into the area of foreign policy where 
they can be examined in terms of their political and diplomatic effect 
rather than in terms of a claimed, unjustifiably claimed, military 
advantage. 

What I am ending up here with is the conclusion that if the Con- 
gress will recognize the importance of economic aid, pure economic 
aid, and will make the necessary appropriations, which it will be 
difficult for the Congress to make, I agree, but if they will do that I 
think they will make a major contribution to doing away with this 
overemphasis on military aid in places where military aid is not 
desirable or needed. 

Mr. Hays of Arkansas. And as I understood your answer, and 
it was a generalization, as I expected it to be, the Central and South 
American situation would be a very good illustration of that possibil- 
ity ¢ 

Mr. Frvuetrer. Yes, Mr. Hays, but I would not single out the 
South American and Central American countries only. The situation 
exists also in what I called the gray areas. 

Mr. Hays of Arkansas. I mentioned it particularly because, as I 
recall it, last year was the first year that we seemed to be getting 
into that as an enlargement of this very erroneous policy that we have 
been pursuing, erroneous in the sense of overemphasis on military 
aspects. 

I liked what you said in closing about Congress doing its part to 
acquaint people with present realities in the problem of development. 


BUILDUP OF BUSINESS COMPETITION ABROAD 


What can we say to the toughest question of all—that we are build- 
ing up competition abroad, taxing the American businessman to put 
new competitors in the field? Would you like to talk to that point a 
little more than you did in your principal statement ? 

Mr. Finterrer. Mr. Hays, again you have asked an almost un- 
answerable question. All [I can say is that I understand fully the 
difficulties that you gentlemen face when you have to explain why 
you have voted for appropriations of the taxpayers’ money to build 
up a business which would compete with the business of your constitu- 
ents. It is a political question and I cannot venture an answer to 
that. I can make a stab at it in terms of the overall national interest, 
which is that unless we do that sort of thing we will have communism 
right up at our front door, and the local industries that will be pro- 
tected may be destroyed in an atomic war. 
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I don’t know whether that answer would be satisfactory to the 
constituents immediately affected. That part I cannot answer. 

Mr. Hays of Arkansas. I am glad to hear you say that because I 
think it confronts very frankly the difficulty of selling this in terms 
of an immediate economic advantage for us. I think you have to take 
those two things into account—one, the long-range aspect. I think 
the economic advantages to any businessman in the long run, certainly 
to the country as a whole, are apparent for a soundly conceived for- 
eign aid program. Second, there is the obvious security side of it. 

The difficulty of selling it on a long-range return basis is greater 
than it is on security aspects but it does not follow that it is less valid. 


PRINCIPLE OF SELF-INTEREST 


Mr. Fixuerrer. May I also add one other point which has to be 
mentioned to have a complete answer, and that is that this committee 
faced up to this question when it approved the Marshall plan appro- 
priations. , 

After all, on a strictly blind, selfish viewpoint the thing to have 
done was to have allowed Europe to go to pieces, let it fall prey to 
communism, and to have fostered our own domestic interests in that 
way. 

What would have been the result? You would not have had a $400 
billion gross national product today in the United States, It might 
have been nearer $200 billion. So merely in the most selfish economic 
terms the policy which we are talking about of creating as reasonably 
good conditions as we can by whatever aid we can afford to give 
is enlightened self-interest, but it is self-interest, economic self-inter- 
est as well as self-interest in terms of national security, in my opinion. 


MULTILATERAL APPROACH IN ECONOMIC AID 


Mr. Hays of Arkansas. But that self-interest has to anticipate sound 
trade policies and some proper gearing of our economic policies gen- 
erally to the full requirements of a continuing foreign-aid program. 

Mr. Merrow and I had difficulty last year in dealing with this ques- 
tion of SUNFED. We were faced on one side by what we regarded 
as an unrealistic proposal for a big, new United Nations grant pro- 
cram for the underdeveloped countries. We regarded it in the form 
submitted as inopportune and unrealistic. 

But at the same time we found enthusiastic support among some of. 
the industrialized nations for the idea of a multilateral program to 
fill a gap that now exists. The World Bank, Monetary Fund, and 
other international agencies meet much of the requirement but still 
do not have power to help with the non-self-liquidating projects, such 
as harbors and highways. 

To what extent should we meet some of this problem with the multi- 
lateral approach rather than the United States assuming so much 
of it? 

Mr. Frxvetrer. Mr. Hays, you are the expert in that area by reason 
of your work with the United Nations. I hesitate to try to answer the 
question. But, since you have asked it, I will try. 

Without pretending to have exhausted the subject in my thinking 
I do incline toward the multilateral approach in all of this economic 
aid. 
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The first thing is to try to get other people to share part of the 
burden. In the second place, ‘to the extent other nations may not 
share part of the burden, thinking particularly of those not on our 
side, to that extent it would show up what the true situation is, and 
which nations do have a proper sense of world responsibility. 

Mr. Hays of Arkansas. Here is a point that has not been fully 
met on this question, and I fully concur with what the chairman said 
and what you say about emphasizing the loan aspects of a pr ogram. 

We can do some of it multilater ally. Then when there is a “sour 
situation,” as there will be, we are not ourselves, as a nation, in the 
position of demanding payment. There is loss of prestige with that. 
Under multilateral aid it’ is the world organization that carries the 
onus and we are not made a target by our enemies. 

I just feel that needs to be highlighted, and I am sure from what 
you said you agree. 

Chairman Rrcwarns. It doesn’t work that w ay with Russia. The 
Russians do not seem to get into trouble with nations which have 
borrowed from them. The question is how tough you will be on 
collection. F 

Mr. Hays of Arkansas. But if we get tough on bilateral loans we 
are the target. If it is a United Nations program and there is a con- 


troversy, then the United States is not a target. That was my point. 
MAINTAINING STRENGTH OF NATO 


Mrs. Key. It is nice to have you here, Mr. Finletter. You seem 
so definite in your solutions and suggestions that I hesitate questioning 
you. 
However, I wish you would turn to page 2 of your statement. You 
enumerated the beginning of a major defense force. Do you think 
NATO is outdated and we: cakened, and do you think it is still needed in 

Jurope? 

Mr. Finterrer. I will be positive about the answer to that, Mrs. 
Kelly, yes; I think NATO is very definitely needed. I think that 
NATO ‘is at the moment—I think it might be correct so to describe 
it—a military confederation. 

It has no economic or political powers, or practically none, but I 
think it has served the purpose of solidifying western society in a unit 
determined not to be conquered by the Soviets. 

I think it is one of the best examples of unity, the greatest show 
of unity in western society today, and in my opinion it should be 
strengthened. 

Iw vould like to see the current move to strengthen its political and 
economic functions developed. 

I may say that I should not like to see anything done which would 
weaken its military aspects. 

Mrs. Ketiy. We should strengthen NATO. 

Mr. Finterrer. And above all we should not consider the with- 
drawal of United States ground troops from NATO. 


MILITARY PACTS IN NEAR EAST AND ASIA 


Mrs. Ketiy. Bearing that in mind and what it did to Russia, de- 
terring Russia and forcing her to go to another area of the world, 
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do you not think that other military pacts are as essential, such as 
SEATO and Baghdad? 

Mr. Finterrer. No; I do not. I think the circumstances are en- 
tirely different in the Near East, where the Baghdad pact is, and 
SEATO in southeast Asia. 

I think NATO is a good arrangement because it is an arrangement 
of the members of a common society, built on the superstructure 
of thousands of years of living in this common society and in common 
institutions. It has, in short, a solid political basis. That is the basis 
of the will of the members of western society to hold together in order 
not to be conquered by an enemy power. 

I do not think the same thing applies at all in the Near East, in 
south Asia or southeast Asia. ‘There you have members of another 
society. 

You have people who do not have this common tradition with us, 
who indeed have a tradition of some antagonism to us, the tradition 
of hatred of colonialism in all of these areas. 

Moreover, the attack being made on these people, as I pointed out 
in my paper, is not essentially a military attack. 

I mentioned that the Russians brought China within the Communist 
orbit by riding the horse of the Chinese revolution, of the Chinese 
determination to be free, of the Chinese will for self-determination, 
if you will. That is what the Russians and Chinese now are trying 
to do in all the rest of these places I call the gray areas, 

To talk in terms of military pacts and threats of war 2nd militarism 
is merely to feed fuel into the fire which is devouring us. 


Mrs. Kerry. These pacts are supposed to be under the United Na- 
tions. I felt the failure of the Baghdad pact was because we were 
not in it directly. 

However, following up that idea of the pact, on page 7 you state: 


One matter that should be considered is whether or not it would be possible 
to bring the United Nations into this area. 

Is it possible to any great extent, when we have already tried to 
bring the United Nations into this Far Eastern area, due to the fact 
Russia will veto anything we try to do? 

Mr. Finterrer. Before we get to that, I think we were talking 
about Formosa 

Mrs. Ketiy. Yes. 


LEGALITY OF UNITED STATES POSITION IN FORMOSA 


Mr. Frnterrer. My objection to the situation we find ourselves in 
Formosa is that we are not acting there juridically properly. 

When we went into Korea, we went in under the authority of a multi- 
lateral treaty, namely, the United Nations Charter, agreed to by most 
of the people of the area. There was no objection to this action by 
the indigenous peoples because they recognized its legality. 

In Formosa we are there by ourselves, with only the Nationalist 
Government, and our authority to be there, if it derives from any- 
thing, derives from the Japanese peace treaty. We don’t consult any 
of the other signatories to the Japanese peace treaty. We are going 
it alone. 

I think this go-it-aloneism is another form of military emphasis 
which is doing us great harm in this area and is making the peoples 
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of all that area think that we are incorrigible colonialists with whom 
they must not work. 

I don’t think all of these pacts simply because they are under the 
U.N. are juridically sound. 

The only agreement we have in the Formosa area is a bilateral 
arrangement with China, and that is not a sound basis for our being 
there. 

Mrs. Keity. You mean we should not pull our troops out of there, 
but we should request other nations in the United Nations to bring 
their troops in ? 

Mr. Frxierrer. We cannot pull out of there because of the situa- 
tion we have worked ourselves into. To pull out now would be a 
betrayal, and something which we could not do. 

I think we should get the Formosa situation back as seve? as 
possible on a sound juridical basis—call upon the United Nations to 
perform its duties, namely, to take over defense of those islands and 
take over the decision as to their juridical disposition in the future. 
I want to get back on a law-abiding basis. 


UNITED NATIONS POSITION ON NATIONALIST CHINA 


Mr. Zastockt. If your suggestion is followed that the defense of 
Formosa and the other islands he placed under the jurisdiction of the 
United Nations, wouldn’t that be a great step in assisting Commu- 
nist China? In effect, it would remove the Nationalist Government 
from the U. N. We recognize the Nationalist Government of China. 
To follow your recommendation would put that Government under 


the jurisdiction of the United Nations. 

Mr. Finterrer. I don’t think that would follow. We must have 
confidence in the decisions of the United Nations. For example, it is 
quite possible that the people who ought to own Formosa should be 
the Formosans. If that is the decision, and if to that extent it is 
against the Nationalist Government in China, it would have to be 
accepted. 

Mr. Zasiocki. Then there will be no Nationalist China in the United 
Nations. It would be eliminated. 

Mr. Firnuerrer. That may be. If that would be the decision—and 
I am not saying it would be the decision of the United Nations—it 
would be difficult for us to say it is wrong. 

Mr. Zantocki. Wouldn’t it be hurting our cause in that area of 
the world? After all, the people of Thailand and the Philippines 
are looking forward to a strong position from the United States in 
that area 

Mr. Finterrer. I think we have to have confidence in the United 
Nations or not. A court can make a decision which will cause trouble, 
but if we do believe in the United Nations to decide these things, 
rather than the rule of might, then we have to abide by their decisions. 
i agree sometimes their decisions might be awkward and against our 
side 

Mrs. Kextiy. That was the point I was going to bring up next that 
bothered me about this Far East situation. 

Mr. Cuarnam. I understood we had only some training troops on 
Formosa. We have no troops there. General Chase was there for 
group training. We have no troops. 
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Mrs. Ketiy. Not troops. We still have some in Korea. I am 
talking about the whole general area. 

Mr. Zastockt. We have commitments. 

Mr. Cuatuam. United States commitments; yes. 


CONGRESSIONAL DEBATE ON DISARMAMENT 


Mrs. Ketriy. Is the United States able at this time to consider a 
complete plan of disarmament? We could plan one overall, but due 
to the fact that you have the tremendous Russian manpower versus 
the power of the free world, and the defense of the free world is based 
on the atomic bomb, how could we begin or even think of disarma- 
ment ¢ 

Mr. Frnterrer. This is a question which has to be debated. I 
suggest we make up our minds on this question; either we are for a 
disarmament plan or we are not. I think we have to make that de- 
cision. I have suggested there be a debate in the Congress on this 
question. 

The quick answer might be that if you did have a complete dis- 
armament system enforced by the United Nations, the United Nations 
would have the force to prevent Russia from overrunning Europe. 
This is a question you have to consider. 

Mrs. Ketiy. How can you bring this debate in C ongress¢ We do 
not want to tell the whole world what our defense situation is. Even 
we are not told everything, though we are members of the Foreign 
Affairs Committee. How could we bring an argument like that up for 
debate ? 

Mr. Finuerrer. My own view is that there is no secret which has 
to be kept a secret which would interfere with a full debate of this 
question before the Congress. 

Mr. Hays of Ohio. I would like to re this question of the 
United Nations a step further. Before I do that, may I say that I 
think you made a fine statement and one in which I find myself in 
general agreement. Iam sorry I cannot use some quotes from ‘this be- 
tween now and the 6th of November. 


U. N. JURISDICTION OVER FORMOSA AND IN VIETNAM 


Anyway, going to this question of putting the defense of Formosa 
in the hs inds of the United Nations, I have one question no one has 
brought up yet. How are you going to prevent Russia then from hav- 
ing a veto over the defense of Formosa? She probably will not absent 
herself the next time as she did in the Korean thing. 

Mr. Frnuerrer. My understanding is that the resolution of No- 
vember 1950 takes care of that. That was at the time the Russians 
were absent from the Security Council and the Uniting-For-Peace 
Resolution was adopted to the general effect that if the Security 
Council refuses to act, then the General Assembly may act upon 
majority vote. 

Mr. Hays of Ohio. That sounds all right, but what h appens during 
the week or 10 days that the General Assembly is making up its mind 
what to do and the Chinese Communists are moving in? 

Mr. Finuetter. I think we have to stay there. I disapprove of this 
unilateral approach of ours that might makes right, which we have 
adopted to certain areas, one of which is Formosa. The fact remains 
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we have taken certain moral commitments, and until the United Na- 
tions takes over the defense of that area, and specifies what parts of 
the area it is defending, until that time I think the United States has 
to stand by the commitments it has publicly taken, and that is a flat 
commitment to go to war if anybody attacks the Pescadores or For- 
mosa. 

Mr. Zasiock!. Isn’t your suggestion too late? At the present time it 
would set off a chain reaction, because it would make it possible for 
the Communists to take over Formosa and the other islands. 

Mr. Fintetrer. No. In submitting this to the United Nations we 
should take the position that until such time as the United Nations did 
assume effective jurisdiction for the defense of these places we are held 
to our guaranty of Formosa and the Pescadores and, subject to the 
resolution adopted by the Congress, of the Matsus and Quemoys as 
well. 

Mr. Zasiockr. If the United Nations failed to take a position, are 
we not in an embarrassing situation ? 

Mr. Fintettrer. The same one we are in now. 

Mrs. Ketty. Maybe I am wrong, but it is my understanding that 
there is an agreement among the nations involved in the Korean war, 
the 18 nations, if the re was a further aggressive move they would come 
back in there with us? 

Mr. Frnterter. In Korea that is correct. 

Mrs. Ketty. Then we are there at this moment until there is a final 
ace, and if there is aggression the United Nations will come back ? 
Mr. Fintetrer. That is the United Nations operation in Korea. 
Mrs. Ketty. In Formosa ? 

Mr. Frnxterrer. There is no United Nations action taken with re- 
spect to Formosa. That is my point. You are making my point for 
me by pointing out the distinction between the two. 

In Korea we are there under what may be properly called the rule 
of the United Nations. That is the reason why the presence of the 
United Nations in Korea has received the support of the peoples in the 
area. We are not in Formosa under any such rule. We are there 
merely by the right of conquest. 

Mrs. Ketiy. That rule carries there because we had quite a debate 
in this committee, and it was stated that if there was an aggressive 
move and a buildup in North Vietnam, where China would move into 
that area of Vietnam, we would go back and the 18 nations would go 
back. The question was, we never had proof of the aggression or 
transfer of troops into North Vietnam. 

Mr. Finterrer. My impression is that the declaration of 1953, I 
think it was July, of the 18 nations with respect to Korea, was confined 
to the Korean situation and did not affect Formosa or Indochina. 

Mrs. Ketiy. There was a question of North Vietnam, as to whether 
we should move in; was there not ? 

Mr. Finterrer. That is right; whether we should move in. 

Mrs. Ketty. Am I right, Mr. Chairman? 

Chairman Ricuarps. Mr. Hays of Ohio has the floor. 


PP 


P 


MARSHALL PLAN AND NATO DETERRENTS TO AGGRESSION 


Mr. Hays of Ohio. I would like to ask another question about 
NATO. The so-called three wise men asked the NATO Parliamen- 
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tary Standing Committee to appear before them and give their views 
on what should be done to strengthen NATO. I was one of the three 
chosen by this 15-nation standing committee to present those views. 

I said this, that it seemed to me that history had shown that the free 
nations of the world can stand together in times of military stress, 
and even in joint ventures work pretty well together; but, by the 
same token, it seemed to me that history showed in times of general 
economic stress they not only could not stand together but they had a 
tendency to fall apart and frequently blame each other for their 
troubles. 

The Foreign Minister of Norway, Mr. Lange, took issue with me. 
I think he missed the point, and I said so. 

He said, “Look at the generous attitude of the United States after 
World War IT when it did help the nations of Western Europe who 
were in economic difficulties.” 

I pointed out to him that the United States itself at that time 
was not in economic difficulties, and I was referring to a time of gen- 
eral world depression, such as we had in the late twenties and early 
thirties. 

Would you care to comment on that? I made the final point that 
it seemed to me that since NATO had successfully deterred Russian 
military moves in Western Europe, that the Russians themselves had 
indicated their next move would be in the economic field, and in fact 
they said so, that they would try to strangle the United States eco- 
nomically, and the free nations of the world, that we should do some- 
thing, not giving up the military alliance but doing something to 
fortify ourselves on the economic front. 

Mr. Finterrer. I think that history bears you out. The Marshall 
plan antedated NATO in Europe, and I doubt very much whether it 
would have been possible to have had NATO if you had not created 
the economic base on which the superstructure of the military con- 
federation could have been built. 

I quite agree, too, that if the economic situation deteriorates again 
it will carry with it an imperiling of the politic: al and military cohe- 
sion. I should like to see NATO expanded to give effect to this prin- 
ciple. I would like to see the economic and political functions of 
NATO expanded. 

Mr. Hays of Ohio. If you have any concrete suggestions you could 
give me before the NATO Parliamentary Con ference the last of No- 
vember, I would appreciate having them if you care to drop me a note. 

Mr. Frntetrer. Yes. 


PUBLIC UNDERSTANDING OF FOREIGN AID PROGRAM 


Mr. Carnanan. In your opinion, what would be the reaction of our 
people if the Congress should authorize a foreign aid program of 
perhaps one and a half to two billion dollars a year, such a program 
separated from military emphasis and directed toward developing 
local economies and encouraging self or national determination for 
the underdeveloped area groups? 

Mr, Frxterrer. I think it depends on how well the program was 
explained. If a program is good and is fully explained, the Ameri- 
can people will, I believe, accept it. I really believe that. I might 
be wrong. | 
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I should think the American people would be considerably troubled 
at the progress that Messrs. Bulganin and Khrushchev have ‘been mak- 
ing in the gray areas and I don’t think they like it very much. I 
don’t believe we can underestimate the capacity of the American peo- 
ple to understand these things and make sacrifices to meet these 
situations. 

Mr. Carnanan. You think they are approaching a willingness to 
accept whatever program is necessary ? 

Mr. Frxterter. I think with the kind of debate which would take 
place in the House and Senate, and with the proper kind of explana- 
tion to the people, I think they would go along with it. 

Mr. Carnanan. What would be the reaction of such a program in 
the underdeveloped areas ? 

Mr. Frxterter. I would guess they would be relieved in seeing that 
this great country of the West is accepting this high measure of re- 
sponsibility for world well-being. 

Chairman Ricuarps. Mr. Finletter, we appreciate your taking the 
time to come here and we appreciate the information you have given 
the committee and your viewpoint of this very important problem. 

The next witness is Mr. George F. Kennan, Institute for Advanced 
Study, Princeton; former Foreign Service officer; member, Policy 
Planning Staff, Department of State, 1947, 1949-50; Ambassador to 
Russia, 1952. 

We have had the pleasure of having Mr. Kennan before. Will you 
proceed with your statement, Mr. Kennan ? 


STATEMENT OF HON. GEORGE F. KENNAN, INSTITUTE FOR 
ADVANCED STUDY, PRINCETON, N. J. 


(Former Foreign Service officer; member, Policy Planning Staff, 
Department of State, 1947, 1949-50; Ambassador to Russia, 1952 
9 


Mr. Kennan. Mr. Chairman, I have no prepared statement to pass 
around, such as Mr. Finletter had. Actually, I would prefer to answer 
your questions rather than to spout off the top of my own head. 

I would like, however, to say a few words to the questions sent to 
me, on the understanding that these are the ones which are of particu- 
lar interest to the committee and on which they would like particularly 
to hear my own opinion. 


INFLUENCE OF SOVIET PUBLIC OPINION 


The first of these was whether public opinion in the Soviet Union is 
more of a factor than formerly, and whether the present rulers are 
more subject to the will of the people. 

By “formerly,” I take it that one means the period before Stalin’s 
death, generally speaking. 

Chairman Ricrarps. Yes. 

Mr. Kennan. I think you have to distinguish here between the 
opinions of people at large, the masses of the population, and the 
opinions of individual influential groups around and near the Gov- 
ernment. They are quite different things. So far as the people them- 
selves are concerned, their opinions, in my own estimation, have only 
a very restricted significance from the standpoint of government. 
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The Government has to reckon that if people‘get too hungry, too 
tired, too dispirited, it shows itself in their work, and the military and 
economic programs of the state suffer accordingly. 

For this reason, the Soviet leaders are concerned to keep the broad 
masses of the people reasonably well housed and fed and keep them 
not without some hope for the betterment of their conditions. 

They also like to keep them occupied, particularly the youth, in their 
free time, to provide a framework so they are kept busy and don’t get 

restless. 

Beyond this, I do not think they worry very much about how people 
feel. It is true they like, where they can, to stir up some enthusiasm 
among people for the purposes of the Government, but in my own 
observation that has been very little indeed since the recent war and 
it is not the basis of their approach to people. The basis for their 
approach and the basis of their effort to get more production out of 
the people is in the field of economic incentives, just as it is in the 
western countries. That is, they rely primarily on arrangements 
whereby the man who works more and produces more gets more to 
eat and more in the way of clothing and shelter. 

To the extent, therefore, that they have to t: ake account of the frame 
of mind of the people and their vigor and their cheerfulness, they may 
be said to be interested in the opinions of people. But, as I say, that 
is a limited extent. Beria once was overheard to say that people are 
sheep. He spoke contemptuously of people: To the effect that they 

can easily be handled. While the present leaders are not as cynical 
as that, they think they have a government which permits them to do 
pretty much as they like, without having to consult the opinions of 
the masses of people on problems of curre nt policy. 


IMPORTANCE OF SPECIAL GROUPS TO SOVIET LEADERSHIP 


It is quite different when you get into these groups that I mentioned 
before: What I would call the influential groups surrounding the 
Government. 

There are four of these that I would mention particularly—the offi- 
cers corps of the army and the other armed services; the intelligentsia 
(the writers, artists, publicists, musicians, playwrights, actors, scien- 
tists) ; certainly the industrial executive class, which is a growing class 
in the Soviet Unien, very important; finally the professional party 
workers, i.e., the apparatus of the Communist Party itself, a body of 
sever: . hundred thousands of people employed full time as party offi- 
cials largely engaged in administrative tasks, of one sort or another 
around the country. 

For various reasons the state of minds of each of these groups and 
their opinions at any given moment are of great importance to the 
present Soviet Government. 

The army officers are important because since Stalin’s death the 
army has had the exclusive position as the armed sanction of the power 
of the Government. They are the only people who have arms in quan- 
tity. The Government has to be sure that the army is on their side 
and with them. 

Any serious alienation of the higher officer corps of the army or 
other armed services could have extremely serious consequences for 
the stability of the regime. The leaders are aware of that. 
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The feelings of the intelligentsia are important to them because 
they, the Soviet leaders, give a very high priority to education and 
intelligence and competence in the field of communications as a con- 
tribution to the development of their life at home and also as a con- 
tribution to their entire foreign program. 

They feel that these people are important. They oe very well aware 
that in large other parts of the globe, in Africa, Asia, and the under- 
developed areas in particular, high importance also is attached to 
cultural life, to intellectual pursuits. In many 0 »f these newer countries 
it is the intelligentsia who are running things today, and the intelli- 
gentsia are interested in cultural achievements. 

In other words, the Soviet Governm« t believes that cultural _propa- 
ganda is very important and that for this you have to have a vigorous 
cultural life at home. The y have shown a marked tendency to take 
account of the feelings of the intelligentsia, to surround these people 
with conditions of outward respect, deference, honor in some cases: 
not to offend them if they can help it, not to make them dispirited and 
cynical about the purposes of the siate. 

They know that if they pe srmit these things to happen, that is, if 
they treat these people too badly and get them disgusted and dis- 
couraged, that shows up even in the work of the scientists, and it shows 
up still more in the ss of pe coke} like writers, pene ists, playwrights 
who have to interpret life. It shows up in the content of what they do. 

As f for the industrial executives, it 1s quite obvi ious why the leaders 
need to keep these people relatively ‘happy. 

If they become offended or discouraged their initiative falls off 
and the whole industrial program begins to suffer from it. You have 
to have those people enthusiastic, believing in their jobs. Otherwise 
you cannot get away with a program of rapid industrialization such 
as Russia has. 

Finally—the party workers. Strangely enough, while they are 
part of the most influential single body in the Soviet Union, namely, 
the Communist Party, their opinions are the ones about which the 
Government probably has to worry the least. The reason for that is 
that they are a highly disciplined group. They are accustomed to 
taking orders. They have been trained to believe that their job is to 
execute the policies of the ruling clique, and they are taught to have 
confidence in the wisdom of their betters. They don’t argue about 
politics. They are a disciplined political organization. This is their 
function. 

You can say the army also is a disciplined organization, and that is 
true; but there are two differences here. 

In the first place, the party is a political, not a military organiza- 
tion. Political discipline is a different thing. It is really a stricter 
discipline than military disc ipline. 

ateat the party workers don’t have arms, and the army does. 

However, the importance of all these elements is very great for 
the Government. And for this reason it has to consult their feelings, 
it has to ask itself whether any given measure will produce great dis- 
satisfaction in one or the other of these groups. And while it doesn’t 
permit them to have organized expression of their feelings in the 
form of voting or anything of that sort, it does follow very, very 
carefully what goes on in these circles. As a matter of fact, the 
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Communist Party follows it so carefully that they have a rule, if I 
remember correctly—off the record. 

(Discussion off the record. ) 

Mr. Kennan. My point is that while they do not permit these 
people to express themselves by voting, they have very, very careful 
procedures for finding out how they ‘feel and they test the level of 
their tolerance of different governmental measures and ta ike it into 
account. 

Now, the question is whether this has changed in these last years 
since Stalin’s death. In my opinion it has, because Stalin ran things 
quite differently. These groups existed when he was in ch: irge of 
things, too, but he was not afraid of them. He managed them by : 
peculiar system of terrorization which was his own invention and 
which nobody could operate but him. In other words, he ruled them 
by fear. Now it is true he did not have this enthusiasm and the 
things I have been talking about, and the state suffered from it; and 
in the final years of his life the men around him were very worried 
at what he was doing to the mental attitudes of all these elements 
which were necessary to the policies of the state. One of the reasons 
they were so unhappy i in the last years of Stalin’s life was that they 
felt he was running things into the ground by this system of mak 
zation of all these elements. 


CHANGES IN SOVIET INTERNAL ACTIVITIES 


Since he died they have changed things. They have gotten rid of 
the secret police as a factor in handling the problems up at the top. 


Secret police was Stalin’s main instrument of terrorization. They 
have tried to come to what you might call acceptable terms with the 
army officer group, with the business executives, with all these vari- 
ous elements, and to inspire a general feeling of mutual confidence 
with them. For this reason they are much more vulnerable to the 
opinions of these groups than Stalin ever was. Stalin never cared how 
army officers felt. If he thought they even might be getting too dis- 
contented or fed up, he would get rid of them before they ever had a 
chance to talk. He treated them rough; but it did damage to the 
Army. That is recognized today. It was doing increasing damage as 
he got older and more violent. 


CHANGES IN SOVIET FOREIGN RELATIONS 


The second question you had here was whether the rulers’ state- 
ments or official acts of Government indicate significant changes in 
policy, particularly in foreign relations. 

I should say they certainly do. This answer requires some quali- 
fications. I do not mean that these people are politically naive or 
that they come out and tell the plain truth about their intentions, de- 
signs, and sts itements. They wrap up what they have got to say in a 
sort of algebraic Communist language which you have to be able to de- 
cipher before you can tell what it means. When they say “peace,” they 
do not mean peace ; they mean their enemies should be disarmed. 
When they say “democr atic” they mean everybody who is against them 
should be excluded from the process of government and the rest of it 
can be as democratic outwardly as you want, but only their party 
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can have any function. Each of these words has to be taken not at 
face value but at the value they put on it. If you take it that way 
and study their statements carefully and expertly as a lot of people 
here in Washington now do, I think you can see they signal their 
punches pretty well and their changes in policy are usually reflected 
in the language of their statements. I can cite examples of that but 
I do not want to take up the time by doing so. 

Of course, actions speak for the mselves and that is the best place 
to look for the confirmation of any change in policy in the Soviet 
Union. They talk in a peculiar way but they do not talk in an empty 
way. There is usually a reason behind everything they say and behind 
the fact that they said this particular thing and not some other par- 
ticular thing. I find their statements very revealing and even their 
propaganda. 

DEVELOPMENTS AFFECTING SOVIET POLICY 


The third thing you asked about here—Are there new problems, 
internal or external, confronting the Soviet leaders which would be 
likely to lead to significant changes in their foreign policy / 

IT would like to change that word “problems” to trends or develop- 
ments. If you ask, “ Are there developments which might be apt to 
change their policy,” I would say, “Yes, there are, both ‘external and 
internal.” Y will mention just 1 or 2 of the most important. 

First of all, there is the partial disintegration of the monolithic 
authority which Moscow had some years ago within the entire Com- 
munist orbit and over the Communist parties in the countries outside 
the orbit. This has been disintegrating, I must say, more rapidly 


than I had ever anticipated. Very interesting things are going on. 


INDEPENDENT ACTION OF SATELLITES AND COMMUNIST CHINA 


The beginning of this came, of course, with two things several years 
ago. One was the Tito heresy which was the first step in the loosening 
of this bond. The second was the seizure of power in China by a group 
of Chinese Communists who did not owe too much, really, to Joe 
Stalin or to the Moscow leaders and who had achieved power largely 
by their own efforts, especially in the years just prior to their seizure 
of power. They were not getting any extensive aid up to as late as, 
if my recollection is correct, 1945, from the Soviet Union. They were 
well aware of it. 

In any case, the Communist leaders do not feel, I am sure, that they 
owe their position of power in China today to anything Moscow did 
for them. They feel they owe it to their long march around China, 
to their own efforts. For this reason, while they are definitely a part 
of the Communist camp and have collaborated with Moscow in the 
major political problems and while they do not let any outward signs 
of disunity appear if they can help it, it is my own belief that these 
men are potentially much more independent of Moscow than they are 
generally considered here to be. 

I do not believe that they are puppets. Please do not misunder- 
stand me here. I am not saying that because they are not puppets 
they are any closer to us, any easier for us to deal w ith, any nicer than 
the people in Moscow. I feel, if anything, they are more dangerous 
than the people in Moscow because they have been in power only : 
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short time and are arrogant and excited and do not know the limits 
of their own strength. ‘The people in Moscow know it better. 

All I pointing “out is this: However you want to look at it, Mao 
and the Chinese Communists have a very ‘considerable area of bar gain- 
ing power vis-a-vis Moscow. ‘They have more power by and large in 
the other Asiatic Communist parties than does Moscow, cert tainly at 
least in southeast Asia; and that alone gives them bargaining power. 
They are well aware of that and know how to exploit it extremely 
expertly. 

These were the beginnings, I think, of a disintegration of this mono- 
lithic authority Stalin once had. And today it has gotten much 
greater. It has gotten greater because of what is going on in the 
satellite area and what has been going on very recently by virtue of 
the effects of Stalin’s death. 

If you look in this morning’s paper at the account of what hap- 
pened with the Italian Communist Party, the visit of the leaders of 
that party to Tito and the things they said in the Yugoslav capital: 
These things would have been quite out of the question several years 


ago. One may infer from them that the Italian Communist Party 
no longer takes guidance exclusively from Moscow by any means. It 


considers itself an independent force and is just as close—if not 
closer—to Tito as it is to Moscow. 

Poland is another case in point. We do not know quite what the 
situation of the Polish Government is today, but it has been showing 
signs of independence. Again let us not have any misunderstanding 
about this. These were not signs of friendliness toward the capitalist 
world or anything like that, but of an independence within the Com- 
munist orbit which never would have been permitted to show in Joe 
Stalin’s day. 

This is a very important development. It means the beginning 
of the transition of the whole world communism from a monolithically 
controlled movement to a pluralistic one; and it can have very con- 
siderable consequences over the long term for Soviet foreign policy. 


SOVIET REACTION TO FOREIGN DEVELOPMENTS 


Events in other parts of the world, changes in the political sit- 
uation, major changes in the political situation in other parts of the 
world, can also have great significance for Soviet foreign policy. Any 
weakening of the unity of the Atlantic Pact group and particularly 
of our relations with countries in the Atlantic Pact will be carefully 

taken into account by Soviet policymakers and they may be affected 
by it. 

Obviously what has happened in the Middle East has affected their 
policy and led them to do things they were not doing some years ago. 

Wherever they get a big opening in the form of controversy, con- 
flict between western countries or western countries on the one hand 
and countries of what Mr. Finletter called the gray areas on the other, 
they are going to move in and take advantage of it, and their policies 
may be affec ted accor dingly. If the southern part of Africa someday 
blows up on us in violence and horror, they will do their very level 
best to profit from it. 

It is my opinion that they react to the world situation very sensi- 
tively and they do that more than they assume the initiative them- 
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selves. In other words, they play the game of foreign policy the 
way a football team plays, which is used to taking advantage of the 
breaks. They watch for the breaks, and they do take advantage 
of them. 

I think that is what happened in the Middle East. I think it is 
much more that than it is a deliberate decision of the Soviet Union 
to the effect that “Here is the area we are going into.” ‘The outbreak 
of the Suez dispute was manna from heaven for them, and they 
have made the most of it. 


SOVIET MILITARY STRENGTH, STRATEGY, AND POLICY 


Your next question here is whether there is reason to believe there 
have been significant changes in Russian military strength, strategy, 
or policy. 

(A) GROWTH OF MILITARY STRENGTH 


As for military strength, I defer to the people that have been fol- 
lowing these matters in detail. I think you have had some of them 
here before you. My impression from talking with the experts is 
that Soviet military strength is growing r: apidly, that it is growing 
more rapidly than our own, that the disparity is increasing. I wish I 
could be proven wrong in that, but this seems to be the general con- 
sensus of the evidence. I have to ac cept it, at least as a citizen. 


(B) CHANGE IN APPROACH TO FOREIGN COMMUNIST AND SOCIALIST PARTIES 


There has been a change in strategy only in one field that I can see 
and that is in the Kremlin’s strategy toward the world Socialist and 
Communist movement—not toward us, not toward the non-Commu- 
nist countries or political forces, but toward the Communist parties 
and Socialist parties abroad. 

Since Stalin’s death the men who succeeded him have tried to come 
to a more acceptable arrangement or understanding with the moderate 
Socialist parties abroad. Stalin treated these moderate Socialists 
always very roughly and crudely. He tried to split their movements 
and destroy them wherever he could. His successors have showed 
signs of wanting better relations with them and they have made 
efforts, directed mostly to the French Socialists and the British Labor 
Party and the Italian moderate Socialists, to try to achieve such an 
understanding. 

These efforts, remarkably enough, have been very unsuccessful, and 
seem to have done more harm than good from Moscow’s standpoint. 
Today you have these Socialist parties, I think, more up in arms 
against Moscow than they were before. Why it should have been that 
way is a long subject, and I do not think it is worth our getting into 
this morning. 

In other words, they have made an effort to adjust their strategy 
in one field toward the world Socialist movement, and it has not been 
successful to date. 

Other than that, I do not see any strategic change. It seems their 
strategic objectiv es remain about the same as in the | Stalin era. 
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(C) CHANGE IN INTERNAL POLICIES 


There have been changes in policy, I think some considerable and 
important. The most important ones have been internal within the 
Soviet Union, but they will reflect themselves, and have already re- 
flected themselves to some extent, in foreign policies as well. ‘They 
have reflected themselves principally in the greater encouragement 
that the Soviet Government has given to exc change of persons, to cul- 
tural interchange of all sorts, sending the agric sultural delegation and 
other delegations over here, receiving such delegations in ‘the Soviet 
Union. T hey have shown themselves to be much more relaxed, much 
more self-confident, much more open and I think much more mature 
in these matters than Stalin did. 

I think ~ could name other individual policies which have been 
changed. I do not want to try to recite them all here. There has 
been in general a change in outlook since Stalin’s day in this respect : 
That the present leaders seem to feel that a more subtle, a more in- 
direct, a more disarming approach to the outside world would be more 
effective than the approaches Stalin took. That has expressed itself 
in mahy ways. 


SPREAD OF COMMUNISM AND SOVIET INFLUENCE 


Your sixth question—is Russia likely to abandon its effort to spread 

communism to other nations? 
I would like to express a reservation with regard to the word 
tussia” here. I do not feel Russia has tried to spread communism 
to other nations. The Russian people have been the victims of this 
thing just as other peoples have. It is the leaders of the Communist 

Party who have tried to spread communism to other nations. 

Now, as to whether they are going to continue that or whether they 
are going to abandon that: they will certainly not abandon it, but I 
think we ought to be very clear in our minds just what this means. 
T get from this question ‘the impression perhaps there was in your 
minds the feeling that what they are anxious to do is mainly to con- 
vert broad masses of people to the views of communism. 

I do not see it quite that way. What they want to do is gain power 
and influence over people, any way they can get it, and to get their 
men in power, their agents in power, wherever they can. That is « 
little different thing than converting everyone to communism. 

There was a time, for example, when Stalin appears to have delib- 
erately sacrificed the German Communist Party. I think, in many 
instances, Stalin’s agents even denounced German Communists to 
the Gestapo, as an easy way to get rid of them, because Stalin thought 
it would be more in the interest of his gr oup to have the Nazis come 
into power in Germany than the C ommunists. He thought the Nazis 
would attack the West and dispose of us. 

I would say the principal aim and desire of the Soviet Government 
is to improve and increase its influence and its power abroad, wherever 
that can be done without assuming too great responsibilities. It 
mash like to reduce our power and influence ac cordingly, because 
it regards us as the principal adversary. Anything that can con- 
tribute to this without danger to themselves, the Soviet leaders can 
be expected to do. But they are fairly prudent. I do not think they 

8431 3—56——18 


“ 





174 FOREIGN POLICY AND MUTUAL SECURITY 


want to get too much responsibility too fast and I do not see the pattern 
of their intentions quite the way it has generally been portrayed in 
this country in recent years. I do not feel that at any time since the 
recent war have they wanted another world war or contemplated 
trying to seize Western E urope by military attack. I think they 
wanted power in Western Europe and tried to get it by a number of 
devices, by using the French and Italian Communist Parties, by at- 
tempting the Berlin blockade—things of this sort. I do not feel 
they have been inclined to undertake a military attack because I think 
they felt the responsibilities would be greater than the advantages. 

They have more headaches within their own sphere of power than 
most Americans realize. A lot of people here seem to think it is an 
easy thing to run all eastern Europe the way they ran it some years 
ago and 7 still trying to. This is not easy at all. It is full of 
troubles. I do not think they have wanted to take on any further 
overt authority in these recent years. I think they would have liked 
to have had a sort of mixed thing whereby they have groups they 
can influence in control of the governments further afield without 
being responsible for those governments. 

Now, that gets you pretty far from spreading communism in other 
nations. Actually you have to take into account there, too, what they 
think they can do as distinct from what they might like todo. I think 
they might like to spread communism in the United States. I think 
they know perfectly well they haven’t got a prayer of doing it to any 
extent that is going to help them w ithin the next 2 or 3 dec ades. The Df 
are realists, they look these things in the face, they know that the 
Communist Party in this country is, and has been really most of the 
time for these 40 years, a pretty pathetic and unrepresentative little 
band of people, largely staffed by soreheads and people outside the 
general framework of American feeling. They have taken full account 
of that. They have no illusions that they are going to spread com- 
munism beyond a point here or in Western Europe. 

In Asia it is different; but there they are not trying to spread the 
doctrines of Marx but to spread hatred of the West, lack of confidence 
in the West, a determination to eliminate American influence, western 
influence generally, among these people, and they are doing pretty 
well at it. 

COMBATING SOVIET POLICY 


Now, the final question is, What can the United States do to encour- 
age developments in Russia which promote world peace 4 

Mr. Chairman, I beg you to stop me if it comes to your time and 
not let me detain you. 

Chairman Ricuarps. We have considerable time. 

Mr. Kennan. It is my belief we have nothing that we can do 
directly—operating, that is, directly on the situation in Russia—to 
improve our position in the world in any major way or the prospects 
for world peace. I think there are a thousand things we can do else- 
where and otherwise. I feel that our conflict with the Soviet Gov- 
ernment is going to be decided not in anything that happens in the 
relations directly between our two countries but is going to be decided 
in our respective relations with the rest of the world. 

In other words, it is a question of how well we do in the Suez crisis 
and a hundred other problems of foreign policy affecting Asia and 
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Africa primarily, the Americas, too, to an extent which is going to 
be decisive. There all I can say is that we are going to stand or fall 
with the quality of our performance generally. There are 10,000 
facets to American performance abroad. There is the caliber of the 
men we put out there to do the work. There is the caliber of the think- 
ing that goes into the policies they are told to implement. There is 
the tact and sensitiv ity to feelings of people elsewhere by which our 
policies, thinking, statements are activated. There is the excellence 
of our intelligence and our analysis of these foreign situations. All 
the way through we will stand or fall according to the quality of our 
per formance. 

I do not know of any single thing that one can single out that I 
can point to here and say, “This is the thing that ought to be done 
to get us along.” I think the discussion I heard here earlier this 
morning with regard to foreign aid was extremely constructive and 
encouraging. 'T hat is precisely the sort of hardheaded and courageous 
attack on the problems of our policy that is going to help, and I hope 
it takes place not just in this room but in a thousand committees 
throughout the Government, here and wherever else responsibility 


resides, 
(A) POLICIES WITH ALLIES AND TOWARD UNCOMMITTED AREAS 


I could talk to you at great length on individual facets of policy. 
Everyone has his views. [have mine. The further one is from Wash- 
ington the easier it is to have them. But I will not burden you with 
them here. f will simply emphasize that in my opinion we stand 
or fall by the success of our policies with regard, first of all, to our 
allies and secondly with regard to what might be called the non- 
committed countries of the world. There I feel what we are up 
against and what we have to do is not the cultivation of popularity. 

do not believe in that, really, in international terms. People are 
not going to love us. We are too big, too rich, too powerful. What 
we have to do is get the respect of other people, to make them under- 
stand that our friendship is something worth cultivating and our 
enmity something not lightly to be provoked. I think sometimes in 
these recent years we have forgotten to keep the balance of such an 
outlook and we have tried too hard to make ourselves popular with 
other people and forgotten to show them that we really mean business 
and are not to be trifled with. 


(B) ABANDONMENT OF MILITARY EMPHASIS 


That is really about all I can say to you. I do agree with Mr. Fin- 
letter that we have made mistakes of analysis, I think that we have 
overmilit: ized our approach not just to our aid programs but to 
foreign policy in general, in Europe and elsewhere, in these recent 
years. I think we should do everything in our power to deprive the 
Russians of the propaganda card we have allowed them to use in these 
recent years: namely, the charge that we are the trigger-happy people 
and they are the ones who w ant world peace. I think we should go a 
lot. further than we have gone in our statements and in our acts to 
prove that to people elsewhere. I am convinced that with a policy 
that has the proper elements in it of liberality and of determination 
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and dignity on our part, this situation can still be managed. But as 
of today I do not think it is getting any better. 

Thank you, sir. 

Chairman Ricuarps. Mr. Kennan, you have justified our opinion 
that you are one of the finest authorities on Russian thinking and the 
mechanics of the Russian regime. Of course, that is background in- 
formation that is very valuable to this committee in trying to move 
along and not get fossilized in our approach to the foreign aid 
program. 

I believe you have a luncheon engagement at 1 o’clock. You have 
about a half-hour. 

I gather that you feel that it would be a good investment for the 
American taxpayer to contribute to a reasonable and well-rounded 
foreign aid program. You think it is worthwhile to do that? 


(C) ECONOMIC AID SHOULD NOT BE BLACKMAIL 


Mr. Kennan. Yes, sir; although I do have reservations about it, 
which I think go further than those of most people you might be likely 
to be talking to about these things. I do not think we should ever give 
economic aid when there is any tinge of pressure or blackmail. W Then 
anybody says to you, “Give us this or we will go Communist,” the 
chances are they will not do it; and if they are so crazy as to do it, they 
are not worth aiding. 


(D) DISCRIMINATORY APPROACH TO ECONOMIC AID 


Secondly, I would like to see a discriminatory approach to economic 
aid. I am afraid of tying ourselves to inflexible and uniform pro- 
grams which Say we have to giv e every countr y in this area this, that, 
or the other thing. I do not see that that follows. I would rather see 
us pick a few good target areas where we think aid is apt to be appre- 
ciated and effective and achieve good results and really make our 
contribution there, than to see us disper se this aid among a lot of 
countries where the reception of it is of dubious utility to us. 


(E) ECONOMIC AID REQUESTS SHOULD BE VOLUNTARY 


I think that people ought not to get it unless they want it very, very 
badly and unless the local government that accepts it is prepared to 
support it in full against its own people, that is, before its own people. 
I would never give any aid where we do not find the local government 
taking full responsibility for asking for it. Whenever our aid gets the 
tinge of being something we are forci ‘ing on other people we ought to 
get “out. 

Chairman Ricuarps. One minute. We have the pleasure of having 
a former distinguished member of this committee, the Honorable J 
Walter Lambeth, of North Carolina. We would like to have you sit 
with us here. 

Mr. Kennan. I do not think we ought ever let it get so far that the 
local government asks us, as I believe it did in Indonesia, to withdraw 
our aid programs. They ought to have been withdrawn long before 
we had such a thing happen to us 

In other words, ‘I think we ought to keep the heat on in the sense 
of saying to these people all the time, “Are you sure you really want 
this now? Remember, it is your decision, not ours. You are the 
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people asking us to give it to you. If you do not like some of the 
effects of this in your country, do not blame us. You asked for this 
aid, you thought it over, you are sure this is what you want.” I 
would not let them get aw ay from that position. 

Chairman Ricwarps. It is hardly possible for us to write anything 
like that into law. You are talking about that being the Executive 
approach ? 

Mr. Kennan. Yes, sir; but I am sure that the influence of this com- 
mittee is great in forming the methods and tactical devices by which 
this is handled. 

Mr. Fvurron. Would you refer to India in that regard ? 

Mr. Kennan. Yes. _I do not know the circumstances there and my 
impr ession is that the Indians have been quite serious about economic 
aid. 

Mr. Futon. They want it but do not take public responsibility 
for it. 

Mr. Kennan. It seems to me they should be forced to do that. 

Mr. Furron. You would force them to take public responsibility 
as well as say, privately, to us, “We need it and want it and go ahead 
and give it to us”? 

Mr. Kennan. Yes, sir. My feeling is that any form of interference 
in the life of another people, even if it is giving away something, 
even if it is benevolent or charitable, will benefit some people i in the at 
country, but will hurt others. You cannot do anything in anybody 
else’s life without creating at least je alousy and often direct damage. 
I do not think that when we are asked to come in and give aid the 
United States Government ought ever let itself be put in the position 
of responsibility for such damage. 

For example, in India I remember being told that when we intro- 
duced the moldboard plow in our agricultural program we put out of 
business a whole inherited caste of handicrafts men who made the old 
wooden plows, and they were naturally pretty cross with the United 
States. 

I think we should avoid that sort of thing and make sure the Indian 
Government says, “We are the people who decided that.” 


LOANS VERSUS GRANTS——-MULTILATERAL APPROACH 


Chairman Ricwarps. What about the loan approach? I noticed 
you nodded with approval when Mr. Hays spoke about the psycho- 
logical danger in connection with collections. 

Mr. Kennan. I could not agree more with Mr. Hays. 

Chairman Ricwarps. You would not emphasize loans instead of 
grants? 

Mr. Kennan. I would think there was great advantage in having 
them routed through a multilateral or ganization whenever one is 
sure one is on sound ground. That is, I would not do it indiscrimi- 
nately but when there is an instance when we feel it would be on 
pr inciple desirable that a loan be given and when there is a possibility 


of using well, for this purpose, an international or multilateral or- 
ganization—it does not have to be universal—I would say it is a good 


thing to do it that way, precisely for the reason Mr. Hays so ably 
set forth: that if you do have difficulties in collection—and I think 
we will have difficulties in a lot of them—they would be handled in 
commercial channels. 
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Chairman Ricwarps. The record shows we have had pretty good 
luck and have not had to crack any heads. 

Mr. Cuarnam. Has not India itself requested all the money in 
loans? They have never failed on a loan according to my information. 


AID TO YUGOSLAVIA 





Chairman Ricuarps. Mrs. Kelly is interested in our relations with 
Tito. Mr. Kennan drew a disiinction a while ago, he drew a pretty 
good picture of what he thought had happened in the division of 
Communist opinion as to national communism and as to international] 
communism. I would like for him to say something further about 
that. 

Do you think in regard to Tito that the situation right now is such 
that we should continue to give aid to Tito as long as he takes the 
position he now takes ? 

Mr. Fuiron. And which kind? 

Mr. Kennan. I am not prepared to answer that question. I do noi 
know enough about our present aid programs. I would be very leery 
personally of giving aid to Tito. 

Mr. Fuuron. Youagree with Mrs. Kelly in full. 

Mr. Kennan. I saw no reason to accept him as half a member of the 
family just because he quarreled with Moscow some years ago. 

Mrs. Ketiy. You area man after my own heart. 

Chairman Ricuarps. You said a while ago the position of Tito was 
one of the unhappiest spots for communism in the world today. If 
so, why should that position not be encouraged ¢ 

Mr. Kennan. If it is necessary for us to give aid to encourage it, 
perhaps then yes, but I am not sure that it is. I have often felt that 
perhaps the only thing—this is not meant to be cynical—the only thing 
that made the Tito defection possible was that we in the West knew 
nothing about it and could not begin to exploit it prematurely. 

Chairman Ricuarps. Tell us exactly when you = have to leave. 

Mr. Kennan. I ought to get away by about 12: 

Chairman Ricuarps. Are there further aatiaat d 


SUGGESTED UNITED STATES TRADING CORPORATION 


Mr. Hays of Ohio. What do you think about letting these countries 
purchase things from us and pay us in their own currency even though 
it is not convertible ? 

Mr. Kennan. I think there is a lot to be said for that and I think we 
should have to go in for some of this deficit sort of trading the Rus- 
sians do if we are going to compete with them. We would have to have 
more flexibility. it seems we will have to have something, whether 
we like it or not, resembling a Government trading organization com- 
parable to the United States Commercial Corporation that carried out 
preclusive buying and other economic operations during the war. 
That is the sort of war we are going to be into now. We are going to 
have to be able to act smartly an 1d move in on certain situations and not 
wait, even when it is not commercially worthwhile for private Ameri- 
can interests to do it. 

If I may add this, it seems to me somebody told me that the Soviet 
Government has been reselling in the world market the cotton they 
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bought from Egypt, much to the annoyance of the Egyptians, because 
it drives the price down again for what they sell in the free market. 

Two could play at that sort of game. 

Mr. Hays of Ohio. Do you not think if we just were bold enough to 
want to use our surplus cotton that we do not need arms or anything 
else to bring Nasser to book? You can put him out of business in 6 
months. 

TARGET AREAS FOR ECONOMIC AID 


Mr. SmirH. Mr. Kennan, first I want to say I enjoyed your pres- 
entation very, very much. 

You mentioned some thing about selecting good target areas. Could 
you give us the benefit of your views on what might be good target 
areas so far as for eign policy is concerned ¢ 

Mr. Kennan. I would think for economic aid areas that showed 
signs of good political stability and of a determination to use aid for 
the purposes we would approve. 

I would think of Turkey, for example, as a country that deserves 
American aid by its performance in recent years. I think we should 
not neglect our friends. We ought not make the mistake of giving 
people less because they show no signs of proclivities toward com- 
munism. On the contrary, we ought to show it pays to be among 
the friends of the United States. 

I think one could identify other nations. I am hesitant to single 
them out here offhand. Some have done better than others. The 
Philippines, of course, is a place where I think we can use money well. 
I believe and understand our aid is being well used in Formosa. 
I have not been there. Wherever, in other “words, we see it is going 
well, that the stuff is not being wasted, that there is some appreciation 
for it. 

Mr. Sarru. I wonder if you could do this after you leave the com- 
mittee: Just give us a memo on that. I think the committee would 
be interested in having your views. 

Mr. Kennan. I am not sure I have at my disposal the intelligence 
resources, the fund of information required to establish which coun- 
tries would be the ones. 

Chairman Ricwarps. That would require considerable research 
and we have no right to demand it of you. Mr. Smith thought you 
might have something readily available. 

Mr. Kennan. I thought that in general the Marshall plan coun- 
tries, in the first year or two when Marshall plan aid was flowing in 
quantity, made excellent use of it, and it was applied under very suit- 
able arrangements. These countries acknowledge a collective responsi- 
bility in the OEEC for the use made of this aid and, in general, I think 
in Holland and all these countries that required reconstruction from 
the war it was excellently employed, under very careful supervision, 
and highly appreciated. If we can find those conditions duplicated 
elsewhere in the world, I think the aid ought to go forward, and not 
particularly with regard to whether we consider them threatened by 
communism or not. I think it would be a great help if we could stop 
portraying our aid programs as moves on our part to counter a Soviet 
threat. The moment we do that we mislead people. 
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EAST-WEST TRADE 


*, CHatTHam. I am very wg ee to hear Mr. Kennan’s opinion as 
to eee we should increase East-West trade except on the very 
highest priority, security things. 

Mr. Kennan. You have asked a question which, from my own ex- 
perience in Government as head of the policy planning st taff in the 
State Department, is probably the most tangled and difficult question 
we ever had to deal with. There is no fully satisfactory answer, I 
agree, to this question of East-West trade. 

“My own feeling is this: In our own country you have very strong 
public sentiments involved with regard to the Soviet Union and trade 
with the Soviet Union. Insofar as we are concerned I think we should 
do just what we feel like, and I am for less trade rather than more. 
I see no particular reason for us to get trading very extensively with 
these people. 

But when you come to our Western European allies and some of the 
peoples in other parts of the world, you have a different proposition. 
Take the Japanese, for example. Whether we should say to them 
that we feel you should not trade with Russia is another question. 
There I am inclined to think our answer should be: Yes, go in and 
trade if you find it necessary for the preservation of your own economic 
stability, but do not lose your shirts. Make your bargains hard; 
see that you get tit for tat, and do not permit yourself to become too 
dependent on trade with the Soviet Union in any single commodity. 
Do not put yourself in the positon where they can exploit for political 
reasons your economic dependence upon them. 


EFFECT OF GROWING SOVIET GOLD SUPPLY 


Mr. Cuatuam. I heard in Norway this year, where I have been for 
the last 9 years—I have many business friends there; they export fish, 
deal with Russia—that if they did not have an y barter items, they 
were able to get pe That, to them, was not getting ina hole. They 
were wild for that gold. The head of a big shipping company said 
to his knowledge—he is a world trader, his line lost 58 big ships in 
the last war—this summer Russian gold was appearing all over the 
world where they could not barter. They would pay gold if they could 
not make barter arrangements. 

Would you comment on that? This is the first I heard of it, right 
at the first of September. 

Mr. Kennan. I must say that for many years this situation with 
respect to Russian gold has given me some anxiety, and at the time 
when I was here in Washington, in Government, I talked to some of 
our financial experts—I have forgotten who they were—in the Gov- 
ernment about it, ind they assured me there was no appreciable danger 
to the financial stability of the Western World, in the fact that the 
Soviet Government was mining gold and piling up a gold reserve in 
the Soviet Union. 

Mr. Cuaruam. The Norwegian business people think there is dan- 
ger to the Western World in their supply of gold. 

Mr. Kennan. Some years have passed since that time, and I think 
it would be advisable for our Government to look carefully at this 
situation at least once a year and calculate how much gold these people 
might be expected to have and what they might be able to do with it. 
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Mr. Cuatuam. It isa powerful magnet for trade. 

Mr. Kennan. Yes; and so long as we uphold the gold standard in 
the outside world we must watch this reserve the »V have. I believe 
there are no half-measures here to handle this situation. You cannot 
prevent Soviet gold from coming out. 

Mr. Cuaruam. Thank you very much, sir. 


FORMAL DOCUMENTATION REQUEST FOR ECONOMIC AID 


Mrs. Ketriy. I have only a few short questions. I want to say that 
I had hopes that, with respect to Tito, I would be proven wrong, and 
I take no delight in your agreeing with me on Y ugosl: avila, 

As far as requests for aid, do you think they should be in writing 
from the countries that seek that aid ? 

Mr. Kennan. I supposes d that they were. I certainly do think 

they should document in some formal way their desire to have every 
single thing we give them so that nobody can rise up and say, “Here 
are the American imperi: lists trying to force this down your throats 
for some unworthy reason.’ 

Mrs. Keiiy. Have the showplace of that aid in X country instead 
of sending our people out to see what the people need and hoping they 
would pick it up ? 

Mr. Kennan. Yes. You described it very well. 

Chairman Ricwarps. In the mutual security law last year one of 
the requirements we put in was that any countr y getting our aid must 
request it. I do not know but what I agree with Mrs. Kelly that they 
ought to put the request in writing, or they m ight later deny mi uking 


the request, but I would imagine they will put it in writing anyway. 


COMMUNIST INFILTRATION IN ELECTORAL BODIES 


Mrs. Ketiy. They have in the past, I believe. 

As to this change of tactics of the Russians you speak of, would 
not this change of tactics, whereby they would gain influence and 
control over a nation by having their representatives elected in the 
Communist-front organizations, be that which we have to guard our- 
selves against ? 

Mr. Kennan. Yes; we do. I must say that in this respect I do not 
entirely agree with the picture Mr. Finletter gave, with all great re- 
spect for him—he is as apt to be right as Tam. I do not think there 
has been such great change in tactics. The Communist Parties have 
been working ‘and agitating and entreating in various countries of 
the world for 38 years, and there have been all sorts of combinations 
of tactics involved in their effort to get large electoral bodies and 
that sort of thing at different times. This has gone on for a long time. 
It is not new. 

It is not really, I think, very much of a threat today, thank goodness, 
in the Western World. That is, in Europe and this ‘countr vy. In gen- 
eral, communism in Europe has declined markedly since World War 
IT; everywhere except in France and Italy the Communists are a small 
marginal group. I think actually they represent a certain mutation 
of the human species. I think in any human body 7 are apt to 
find a certain percentage of people inclined this way. I do not think 
you can get it much below that in Europe. 
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But in Asia it is different. In Asia they are exploiting the Na- 
tionalist sentiments, and they are adept at keeping the Communists 
semiconcealed and allowing people to think they are serving other 
aims rather than communism. 


CONDITIONS OF AID TO TURKEY 


Mrs. Ketiy. Regarding Turkey, do you believe we should give aid 
when we know they need it, and when we want to help them, and we 
should not tell them to change their economic system and attach 
political strings on our aid to that country ¢ 

Mr. Kennan. I think we should be very, very careful about taking 
the responsibility of telling other people what to do about their in- 
ternal conditions. Economic and political conditions are always inti- 
mately connected, and very often we do not understand the political 
background of these economic conditions we try to change. My own 
feeling, Mrs. Kelly, is that we should give aid to people for what we 
feel they are, by our observation of them, and not for what they 
promise. I hope you see the difference. 

Mr. Fuuron. I think we should hear from Mr. Kennan as to what 
effect he thinks the recent developments in Russia since Stalin’s death 
would have on a containment policy and, secondly, what effect those 
recent developments in Russia since Stalin’s de: ith would have on the 
actions the United States takes toward liberation or toward trying 
to get further divisions among the satellites. I will not ask for the 
answer now. We can get it later. 

Chairman Ricuarps. Thank you very much. We will recess until 
2-30. 

(Whereupon, at 12:55 p. m., the committee recessed to reconvene at 
2:30 p. m. the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2:30 p. m., Hon. James P. Richards 
(chairman) presiding. ) 

Chairman Ricuarps. The committee will come to order, please. 

We have with us this afternoon two old friends and very prominent 
members of the State and Defense Departments. The first witness is 
Mr. Robert Murphy, Deputy Under Secretary of State for Political 
Affairs. 

I would like to call to the attention of Mr. Murphy that these hear- 
ings are being held as a result of a resolution adopted by this committee 
last June, resolving that the Committee on Foreign Affairs of the 
House shall reexamine and reappraise the objectives, methods and 

results of the foreign policies and programs of the United States in- 
volved in the Mutual Sec urity Act and related legislation. 

So that was the reason that we imposed upon you gentlemen by re- 
questing that you come here this afternoon, and we appreciate your 
coming very much. 

Mr. Mur phy, will you proceed. 
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STATEMENT OF HON. ROBERT MURPHY, DEPUTY UNDER SECRE- 
TARY FOR POLITICAL AFFAIRS, DEPARTMENT OF STATE 


Mr. Murpuy. Mr. Chairman, I would like to say that we in the State 
Department are deeply concerned with the effectiveness of our mutual 
security program as an important instrument to achieve the goals of 
our foreign policy. We are grateful to you and your committee for 
underté aking your study of the program. We are confident that your 
hearings and findings will be of greatest value. 

I underst and that you wish me to comment on the subject of recent 
developments in the Soviet Union and their meaning in terms of 
United States foreign policy. 

There can be no doubt that important changes have occurred within 
the Soviet Union and in Soviet external policies since Stalin’s death 
in early 1953. It is indispensable that we should recognize this fact 
and that we should assess its meaning objectively. 


UNCHANGED ASPECTS OF SOVIET POLICY 


Having said this, let me then say that we should look also to those 
aspects of the Soviet scene and of Soviet policy that remain compar: 
tively fixed. There are obvious dangers in being blind to the ev idence 
of change. It is possible, however, to focus so much on these develop- 
ments as to forget how much remains the same in the Soviet orbit. 
For a necessary backdrop to my later remarks, I will list the central 
features of the Soviet system that have not been altered in significant 
degree. 

First, the Soviet Union remains a dictatorship. The dictatorship 
is now collective and it does not insist, as Stalin did, on endowing its 
figures with godlike attributes. But there are no more effective checks 
against the abuse of power by the collective entity than there were on 
the individual tyrant. 

Second, the Soviet regime remains devoted to the ideology of com- 
munism and to its hostility to other political and economic systems. 
This is not something we surmise. It is what the Soviet leaders say. 
Khrushchev, for one example of many, told the 20th party congress 
last winter : 

The fact that we support peaceful coexistence does not mean that one can 
relax in the struggle against bourgeois ideology. 

Third, the Soviet military buildup continues, despite some as yet 
undetermined reduction of the ground forces. Admiral Radford, I 
expect, will tell you of this in some detail. I need merely say that the 
Soviets are pressing forward with the rapid modernization of all 
military arms, including the weapons of mass destruction, and delivery 
systems for them. 

Fourth, Soviet economic planning still concentrates on the expan- 
sion of heav y industry. The current, 5- year plan puts two-thirds of 
all investment into industry, the same proportion as in the 2 preceding 
5-year plans; the division of this investment between heavy indus- 
tries and consumer-goods industries remains at a 10 to 1 ratio. P opu- 
lar welfare continues to have a low priority, while the economic 
power needed to support military might has an overriding priority. 

Fifth, we Serr bloc nations remain a tightly organized group, 
with the U. S. S. R. the dominant and dominating member. The 
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European satellites are joined with the U.S. S. R. in military alliance 
and in virtual economic union. Their unpopular regimes depend 
heavily on the Soviet Union for support. The Soviet rulers , for their 
part, are clearly concerned that the satellites shall not depart very 
far from total allegiance to Moscow. Communist China is no ordin- 
ary satellite, but its rulers, too, look to Moscow for essential support. 
The Chinese Communist military and industrial programs, alike, rest 
on supplies and technical assistance from the Russians. So, for that 
matter,'do Chinese Communist pretensions to a great power role. 

These, then, are basic factors that remain essentially unaltered: the 
dictatorship, the dogma, the military buildup, the emphasis on heavy 
industry, and the bonds that hold the bloc together under Soviet 
dominance. We cannot say that the process of change may not even- 
tually alter these things, too. It is only that so far they remain 
intact. 

CHANGED ASPECTS OF SOVIET POLICY 


What are the changes that have occurred ? 

Within the U. S. S. R. and the European bloc, the new rulers 
have made at least limited moves to improve conditions of life, both 
materially and psychologically. Along with these actions there has 
been an effort to put more flexibility and initiative into the Soviet 
system. 

The arbitrary powers of the secret police seem to have been cur- 
tailed. The forced labor system has been eased, although not ended. 
Peasant income has been increased a bit, some of the oppressive labor 
laws modified, working hours shortened, social security for old people 
improved, educational opportunities expanded. Contacts with the 
outside world are now encouraged. There has been a loosening of the 
straitjacket on artists and writers. 

All of this has made life in the U. S. S. R. less tension-ridden and 
slightly more rewarding in material things. The Soviet citizen is 
still far from being a free man and on the average his standard of 
living is still pathetically low. But he is more secure and better off 
than he was and for him these are no doubt notable gains. 


(A) REVITALIZATION OF COMMUNIST PARTY 


At the same time, there has been a drive to revitalize the Communist 
Party and to stimulate initiative among managers and bureaucrats. 
Stalin’s heavy hand apparently had impaired the efficiency of the 
local Communist Party organizations as instruments for carrying out 
Kremlin policies. His addiction to coercion and terror had cer tainly 
operated to deaden personal initiative among the key people in indus- 
try and government. The present le: ; s have recognized these prob- 
lems. Decision-m: aking in the economic field has been partially decen- 
tralized. Technicians and specialists have been granted greater scope 
and more authority. Coercion has been supplemented by incentives. 
The local Communist Party units have begun to meet regularly and 
to discuss and to criticize policies, although only within the narrow 
limits laid down by Moscow. 

Taken in all, the new leadership has shown itself quite willing to 
change Stalin’s methods wherever those methods hindered the effi- 
cient operation of the basic Soviet systems. None of this is world- 
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shaking. Mostly, it is what a firm of Communist management con- 
sultants might have recommended. It goes in hand, however, with 
indications of a greater readiness to experiment among the rulers 
themselves, 

The attack on Stalin should be seen in this light. Evidently, the 
present regime concluded that the undesired heritage of Stalin could 
not be swept away unless the old dictator’s mantle of infallibility was 
also removed. And so the symbol of all-seeing genius and perfect 
wisdom, built up by two and a half decades of the most suffocating 
propaganda ever visited on a nation, was shattered and cast away. 


(B) REACTION TO STALIN’S TERRORISM 


Why were these actions taken? In some part, probably, they re- 
flect a personalized reaction to Stalinist excesses. Khrushchev’s tirade 
against Stalin was remarkable, among other things, for its strong 
note of fear and hatred. Stalin terrorized everyone, even his closest 
associates. We can believe that his successors instinctively felt the 
need to moderate the things that they themselves had found so 
fearsome. 

More fundamentally, though, the post-Stalin rulers have been mo- 
tivated by the drive to refurbish and reinvigorate the Soviet system. 
As we have seen, they are not tinkering with its main features. They 
are trying to deal with those aspects of Stalinism that were bringing 
rapidly diminishing returns in terms of output and loyalty to the 
state. 

In effect, public opinion in the U. S. S. R., unable to find expres- 


sion otherwise, showed itself in a sullen, unresponsive mood among 
the people. The new regime decided that Stalin’s single-minded 
formula, “beat, beat, beat,” could not alter this. Thus they turned to 
concessions and adjustments and liberalizing gestures. The appa- 
‘atus of terror remains, but in the shadows, as the leadership carefully 
tests out the usefulness of the carrot as a substitute for the stick in 
making the Communist system and state function effectively. 


(C) RELATIONSHIP WITH SATELLITES 


The situation in the satellites was even less satisfactory, from the 
point of view of the new leadership, than that in the U. S. S. R. 
The satellite peoples were not as well-conditioned to the dullness and 
conformity and misery that the Communist system imposes. Their 
national feelings, moreover, were outraged by the subservience of 
their governments to Moscow. In economic planning there had been 
a mechanical and wasteful application of Stalinist notions about in- 
dustrial development, in spite of the wide differences between the 
satellite countries and the U. S. S. R. Some internal changes thus 
would have been called for in the satellites, even if nothing had been 
done in the U.S. S. R. It was necessary for other reasons, which I 
will mention in a moment, for the Soviets to appear to relax Russian 
control over the satellites. But an important reason for the conces- 
sions to popular sentiment unquestionably was the need for improving 
nw efficiency of the East European segment of the Soviet 
orbit. 
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RELAXATION OF CONTROLS IN COMMUNIST CHINA 


Communist China has announced that. it also intends to relax con- 
trols, to decentralize party authority a bit, and to emphasize incen- 
tives rather than force. The announcement of this policy was couched 
in terms almost the same as those used in the U. 8. S. R. and in the 
European satellites. It is highly probable that the Chinese Commu- 
nists acted out of desire to get in line with the other members of the 
Soviet bloc. In addition, the Chinese Communists have just come 
through a period of extreme internal pressures, during which col- 
lectivization was imposed on agriculture, commerce, and small indus- 
try at a very rapid pace. It is not surprising, therefore, that there 
should be decreed a period of relaxation for purposes of consolidating 
these massive changes in the Communist Chinese scene. 


SOVIET EXTERNAL POLICY 


The other significant changes are in the relations of the U.S. S. R. 
with the external world. 

Stalin’s postwar foreign policy of threat and force came in the end 
to bring negative returns to the Soviet Union. In the face of Stalin’s 
truculence, the free world had moved toward unified self-defense, 
under the leadership of the United States. Ventures in outright 
aggression, as in Berlin and Korea, were checked. ‘The Communist 
Parties in Europe were progressively reduced in influence, and in Asia 
the guerrilla wars in Burma, Malaya, and the Philippines were brought 
under control. Far from accomplishing a retraction of United States 
power from Europe and western power from Asia, Stalin’s methods 
had brought about new arrangements for cooperation and collective 
security. 

Surveying this scene, the new Russian leadership soon saw the need 
for different policies. Since bluster and force had failed, the alterna- 
tive was to try the tactics of coexistence and peace. 

I do not belittle the significance of this. We have come through a 
stormy chapter of history. We are now ina different one. It is true 
that the words and the bare bones of the coexistence line appeared from 
time to time under Stalin. In the current phase, however, the effort is 
not merely perfunctory as it was under Stalin. The U.S. S. R. is 
willing to put real weight behind it. 


(A) POLICY TOWARD YUGOSLAVIA 


One indication is the Tito affair. Soviet pretensions to a willing- 
ness to coexist with the free world rang hollow indeed so long as the 
U.S. S. R. was unwilling to coexist with the Yugoslav Communist 
state. So the breach with Yugoslavia had to be mended. It was a 
humiliating, hat-in-hand business that the Soviets went through with 
Tito. They had to admit, publicly, errors in doctrine and practice 
that no one could like to admit, least of all the leaders of the Commu- 
nist Party of the Soviet Union. Their readiness to do so is one of the 
most significant evidences that they are very serious about the idea 
of making the Soviet Union appear willing to live and let live with 
other nations. 
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(B) RELAXATION OF CONTROL OVER SATELLITES 


The ostensible loosening of Soviet control over the satellites is 
in the same pattern. It was an obvious gesture to Tito and to his con- 
ception of national communism. It was also intended to create abroad 
an image of a new kind of Communist movement with which all shades 
of Socialist and reformist opinion can safely collaborate. 


(C) UNITED FRONT 


Another step was to bring out the united front device. This is a 
time-honored tactic, as you know, for accumulating leftwing and 
reformist support around a Communist nucleus so as to influence na- 
tional policies in favor of the U. S. S. R. It has been brought out, 
obviously, as the best means for using the Communist Parties in 
Europe. These parties had become more and more isolated from their 
fellow citizens and from effective participation in political life. If 
they could be made respectable and if they could gain collaborators, 
their mass followings in France and Italy and their small member- 
ships elsewhere might again become growing rather than declining 
Soviet assets. 

These aspects of Soviet foreign policy have not worked out exactly 
according to the script. Tito meant that national communism and the 
admissibility of different roads to socialism were to be taken seriously, 
much more seriously, probably, than the Moscow leadership intended. 
The relaxation of Soviet control over the satellites was followed by 
the Poznan riots and by other developments in Poland and Hungary 
disquieting to the Soviets. Khrushchev’s speech attacking Stalin was 
a shock to the free-world Communist parties. For the first time in 
decades, the foreign parties have ventured to criticize Moscow. Tog- 
liatti has talked of the need for local autonomy among the Communist 
parties. And up until now at least, the united front tactic has met 
with little success. 

At this point the Soviet leaders are seeking to reassert Moscow’s 
authority without resorting to outright disciplinary action. The free- 
world parties have been told that the U. S. S. R. is still the center and 
heart of the Communist movement, not just a kindly relative of it. 
A redefinition of what is permissible in the satellites is underway. 
So is a reassessment of Soviet bloc relations with Tito. 


(D) ESPOUSAL OF NEUTRALITY 


Meanwhile, the Soviets continue to work hard at a foreign policy 
which has changed in other particulars as well. 

Under Stalin, you remember, the U. 5S. S. R. openly professed the 
foreign policy doc trine that “those who are not with us are against us. 
Now we havea regime which proclaims that “those who are not against 
us are with us.” “And, i in some cases, that “those who are against us 
may be with us yet.” In this new dispensation, neutrality is held up 
by the Soviets as though they had invented it. And the U.S. S. R. 
itself is presented as benevolent, disinterested, and above all peaceable. 





188 FOREIGN POLICY AND MUTUAL SECURITY 


(E) FOCUS ON UNDERDEVELOPED AREAS 


There is a definite focus here on the less developed countries in free 
Asia, Africa, and Latin America. The Soviets have certainly not 
abandoned their efforts to improve their position in Europe, as witness 
the strenuous wooing of Yugoslavia, the promptness with which the 
Soviets acted to take advantage of Iceland’s difficulties with its export 
trade in fish, the steady pressure against West Germany and, of 
course, the continuing drive to undermine NATO. But the attention 
being given to the less developed countries is now equally striking. 
These countries have become respectably independent in the Soviet 
book, whereas only a few years ago the Soviets dismissed them con- 
temptuously as semicolonial outposts of the capitalist powers. ‘They 
are the objects of a combined political and economic campaign of some 
magnitude and skill. 

In the less developed areas, Soviet policy probes for divisive issues 
to exploit, as in the Arab-Israel and Afghanistan-Pakistan disputes. 
It uses trade in armaments deliberately to raise tensions in these dis- 
putes. It seeks out economic problems—for example, Burma’s rice 
surplus—where it can make a political appeal with offers of trade. 
Where local Communists have any cap: abilities, Soviet agents engage 
in subversive activity. Where the local party is of no consequence or 
is effectively repressed, Soviet policy takes the long view and seeks to 
build the U. S. S. R’s influence with non-Communist political and 
social forces. It has money to lend and trade and technicians to offer. 

The short-term Soviet aim in the less developed countries is plain 
enough. It is to disrupt cooperative arrangements with the West, in 

articular the Southeast Asia Treaty Organization and the Baghdad 
P act, and to otherwise expand Soviet influence as feasible. For the 
longer run, it may well be that the Soviets believe that they will win 
the contest for the world in the less dev eloped countries. These coun- 
tries are undergoing great political and social changes. They hope, 
in the face of immense obstacles, to accomplish similar economic 
changes. Yn this situation of potentially explosive pressures, the 
Soviets unquestionably see glittering opportunities for themselves. 

Soviet seriousness about the less-developed countries is evidenced 
in the economic aspects of the new policy. The Soviet bloc nations as 
a group—the economic program, I should emphasize, is not conducted 
by the U. S.S. R. alone—have extended medium- and long-term credits 
to free-world nations totaling about $1.8 billion during the past 2 years. 
Except for Yugoslavia, which has received loans of $464 million, the 
recipients of important amounts all have been in south and southeast 
Asia and the Near East. Egypt has had about $280 million, India 
about $160 million, Afghanistan about $150 million, Indonesia about 
$109 million, and Syria about $55 million. Some of this has been for 
arms, the rest for economic development projects. 

Technical experts from the bloc have been sent to Asia and the Near 
East to help with the installation of industrial equipment or to give 
instruction in the operation and maintenance of bloc armaments. The 
U.S. S. R. is preparing to give on-the-job training to a number of 
India steel-industry trainees. Egyptian military personnel have been 
given training in ‘the use and maintenance of Soviet bloc arms in 
Poland, Czechoslovakia, and the U.S. S. R. Professional and scien- 
tific advisers and consultants have been sent to Egypt, Afghanistan, 
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and India. The U.S. S. R. has undertaken to establish and to help 
staff technological institutes in Burma and India and a nuclear re- 
search laboratory in Egypt. Scholarships are being offered for scien- 
tific and technical training in the U.S. S. R. and the satellites. 


EAST-WEST TRADE 


The Soviet bloc’s trade with the free world has been expanding 
steadily since its low point in 1952. There are valid economic rea- 
sons why the bloc should have done this. Nor should we exaggerate 
its extent, for the 1955 level of $4.4 billion of free-world bloc trade was 
overshadowed by the $12.4 billion of trade among bloc nations them- 
selves. Although bloc trade with the free world increased 25 percent 
in 1955, it remains less than 3 percent of total free-world trade. In 
expanding their free-world trade, nevertheless, the bloc nations have 
noticeably sought out political advantages. In trade with Europe 
they have tried to make political capital of western controls on stra- 
tegic goods. Elsewhere they have stressed their purchases of sur- 
pluses, like Egyptian cotton, Burmese rice, Latin American meat and 
sugar, Ceylonese rubber, and Icelandic fish. These have not been 
charitable deals. Most of the commodities were needed, and badly 
needed, in the bloc. Those that were not were reexported. Where the 
Soviets paid high prices they returned equally high-priced Soviet bloc 
goods in exchange. In Soviet propaganda, however, the bloc offers a 
limitless market run by the most generous proprietors. And this, too, 
has had its effect on countries worried about export prospects for their 
critically important cash crops. 

Soviet capabilities for conducting its new diplomacy should not be 
underestimated. The U.S.S. R. is now a great industrial nation, and 
some of the satellites, notably Czechoslovakia, have a sizable capacity 
for exports of industrial goods. Technically skilled people are avail- 
able in very substantial numbers. The potential bloc market seems 
very large to producers abroad, If the situation seems to require it, 
the bloc can in fact absorb the surpluses of small countries like Burma 
or Iceland with relative ease. These capabilities go along with a 
politica] position that permits a large degree of flexibility in choosing 
places and times for specific actions. 

At the same time, there are urgent claims within the bloc for indus- 
trial equipment and for technical skills. Communist China is es- 
pecially in need of assistance in these fields. There is in this a potential 
source of friction within the bloc. The Chinese Communists must feel 
that their needs ought to have highest priority, whereas the Soviets 
may see other problems as being equally or more important. Then, 
too, the Soviets adhere to a basic philosophy of bloc self-sufficiency, 
and we may be sure that they do not wish trade with the free world 
ever to become a major element in the bloc economies. In other 
words, the Soviets have had to make important choices about the use 
of resources and the direction of bloc affairs in order to prosecute 
their foreign policy. They chose to act toward the free world as they 
did because they considered the possible gains worth the effort. ~ 
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SOVIET CAPABILITY TO CONDUCT NEW OFFENSIVE 





To sum up, the Soviet Union remains a great military power, com- 
manding enormous conventional forces and possessing an important 
nuclear capability. It is run by a dictatorship that is wedded to an 
ideology which is inherently hostile to all other systems of political 
thought. It continues to devote itself to building an industrialized 
society at extreme expense to individual welfare. And it dominates, 
as it did, a tight coalition of satellite and allied nations. 

There are internal changes under way of a liberalizing character, 
but the evident purpose is to bolster rather than to change the funda- 
mentals of the system. An experiment is underway in relations with 
Tito and in the maneuvering of the world Communist parties. This 
has raised problems for the Soviets, but all the returns are not yet in. 
In foreign policy, generally, Stalinist methods have been put aside in 
favor of a more flexible and im: wwinative, but no less vigorous, drive 
to oust United States influence from the world between us and the 
U.S. S. R.; the less developed areas have been made a special target 
of this drive. 

It is hardly necessary to debate as to whether the new Soviet look 
is more or less dangerous to the free world than the Stalinist one. 
ae answer depends, to a large extent, on how we conduct ourselves. 

I do not have the time to review everything in our policies bearing 
on the Soviet political and economic offensive. To do so would be 
substantially to cover all our foreign policies. With your permission, 
however, a few words on certain basic points may be in order. 
































CONTINUED NEED TO COUNTERACT SOVIET OFFENSIVE 


The postwar Soviet drive for expansion was stopped short of a gen- 
eral war by the organization of collective resistance to it. We were 
the leaders in organizing these mutual defense agreements. Our in- 
vestment in them is very large. The Soviets are openly out to disrupt 
and to destroy them. If they were to succeed, the individual members 
of these agreements could be mortally exposed to Soviet pressures. 
And unless we continue to devote resources and influence to the col- 
lective security arrangements so painfully and expensively achieved, 
the Soviet prospects for success will be good. 

I do not suggest that nothing need be chi anged about our military 
security programs abroad. The several studies underway in the Con- | 
gress and the executive branch should illuminate their shortcomings 
as well as their virtues. We may find major alterations desirable. | 


do say that their essential function—to coalesce and uphold the will 
ie remain free among states that individually would be helpless , 
gainst the Soviets—is still wholly valid and deserving of our best i 
effor ts. \ 
In the other major area of our mutual security effort, economic t 
assistance, the Soviet economic campaign has pointed up some truths * 
that we should keep well in mind. is 
The pressure for economic growth among the less developed coun- a 


tries is not going to abate in our times. There is a vast and historic 
movement in train here. Governments that ignore or resist it will be 
swept aside. 
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The Soviets see this, as I have said, and hope to manipulate it to 
their advantage. They undoubtedly expect that out of the ferment 
and frustrations of the drive for economic expansion numerous open- 
ings will be presented to an alert and vigorous Soviet foreign policy 
and to its supporters in Communist organizations abroad. 

We have important streneths on our side if we act on them. Most 
of all, we are bound by our own traditions and values to see the key 
to our security in the continued existence of a “faye of free and in- 
dependent nations. The Soviets are impelled by doctrine to con- 
sider that their security depends upon their having effective control 
over other States. These differences in fundamental outlook cannot 
be entirely obscured, no matter how much propaganda is brought 
to bear to do so. Our basic aim in the world is consistent with the 
desire of other nations to remain independent. The Soviet aim is 
not. 

It is not enough to rest on this, of course. Among the new nations 
in particular, more than good wishes will be needed to make inde- 
pendence a permanently going concern. This is where our economic 
and technical assistance programs enter. 

We have done much already to help these countries to make up 
lacks in skills and — ‘ces. Doubtless we can improve on our eco- 
nomic and technical aid activities in many ways in the future. We 
do not have to fashion them as a response to Soviet economic policy, 
however. We need rather to be sure that we are contributing as 
effectively as we can to making freedom a workable proposition in the 
less developed countries. If we continue to act on that basis, with a 
positive program of our own, we will be advancing our abiding inter- 
ests. And the Soviet activities will fall into true perspective for all 
of us in the free world. 


CONTACT WITH FREE WORLD 


I might make one more point. 

In embarking on the new policies at home and abroad, the Soviet 
rulers have had to risk exposing the Russian and satellite peoples 
to an unaccustomed number of contacts with the free world. It hardly 
needs saying that this was not done out of any concern for freedom in 
the abstract. Indeed the Soviets have been going at it gingerly, in 
evident recognition of the dangers to a closed society of exposure to 
free institutions. 

There are opportunities for us here, although we must not overstate 
them. We can facilitate the exposure of Soviet and satellite citizens 
to free societies. We can keep before the satellites their ancient na- 
tional traditions. We can show them how the free world is able to 
accommodate to diversity within it. It is our policy to do these things. 
We do not expect that they will bring the tyranny down tomorrow or 
the next day. But we must do what we can to promote an evolution 
in the U.S. S. R. toward a society devoted to the welfare and national 
interests of its people and not expansion and the domination of other 
hations. 

I apologize, Mr. Chairman, for the length of this talk. 

Chairman Ricnarps. Thank you very much, Mr. Secretary, and you 
do not have to apologize at all for that statement. 
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Of course you understand we are in executive session and nothing 
will be given out until you have had a chance to look it over. 

Mr. Mureuy. Thank you, sir. 

Chairman Ricwarps. We would like at a later date, subject to your 
approval, to include your statement in the public record, but you will 
have a chance to look it over before we do that. 

Mr. Mureny. Thank you, sir. 
Chairman RicHarps. Mr. Carnahan. 


















SOVIET SUPPORT OF COMMUNIST CHINA 


Mr. Carnauan. Do you feel the Communist regime in China owes 
its existence - any appreciable degree to assistance or encouragement 
from the U.S. S. R. 4 

Mr. Doce I think it does to a very large degree. One of the 
things that bothers us about it is the difliculty of obtaining adequate 
and intims ite information regarding that rel: ationship. We feel there 
is a field for exploitation by us there that is very important, but it 
has been extremely difficult up to now to get the information we need. 
Both of them are very hard traders and I am sure within that relation- 
ship there is a lot of information we will be able to use. But there 
is no doubt in my mind that Soviet support has been an important 
factor. 

Mr. Carnawan. Do you think the Chinese have accepted the mono- 
lithic concepts of communism ? 

Mr. Murpny. I think those that were Moscow-trained have accepted 
it. I doubt the masses have, but I think the leaders have. 
Mr. Carnauan. That is all, thank you. 
Chairman Ricuarps. Mr. Chatham. 





























COMMUNIST CHINA NOT A SATELLITE 


Mr. Cuatuam. Thank you, Mr. Secretary. I enjoyed your state- 
ment very much. Mr. Kennan testified this morning. Do you agree 
with his statement that China does not consider herself a satellite of 
Moscow but an equal ? 

Mr. Murpuy. I would not classify China as a satellite, and I think 
the leaders have no intention of being so classified. I think they regard 
themselves on a parity with the Moscow le: adership, and I think “also 
they consider and have traditionally considered the Russians as such 
as very much inferior in the social classification, using “social” in the 
broader sense. Then with their manpower potential I think they 
would even hope that in the future framework of events that China 
perhaps would play a more effective, a more important, role perhaps 
than the Soviet Union. 

Mr. Carnauan. Do you think it is possible, then, that the Chinese 
Communists may become the major exponents of world communism ? 

Mr. Murpuy. You say is it possible? That is a long-range predic- 
tion. Their tardiness, their backwardness in the economic field, in 
many aspects of their industrialization, and so on, provide weaknesses 
which will take a long time to overcome. I think they are held back by 
deficiencies, by a tissue paper economy which does not provide a solid 
basis for that assertion of leadership that they would like to have. 

! think they are ambitious for it. Whether they will be able to 
achieve it I am not sure. 
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SOVIET INTENTIONS TOWARD YUGOSLAVIA 


Mr. Zasvockt. It is commonly acknowledged that the Soviets have 
a motive for every word spoken and every action taken by them. What 
is the Department? s theory as to the intention of the Soviet’s reason, 

or design, in the Tito embrace ? 

Mr. Murpny. In the Tito embrace? 

Mr. ZasLocki. Yes; inviting him back into the fold ? 

Mr. Murpuy. Well, I think for one thing, Mr. Zablocki, first of all 
they recognize the error of the Stalinist policy. It was not paying 
dividends and it was doing them a great deal of harm. The word 
“Titoism” had become a slogan, if you 1 will, in the satellite areas repre- 
senting a successful escape from Soviet domination of the country. 

I think the effect on the Soviet Communist Party itself was unhappy 
and unfavorable. I believe also that the effect in the Far East was 
unhappy from their point of view. 

I think they feel also that the association of Yugoslavia in the Greek- 
Turkish relationship, in the alliance, was probably a source of poten- 
tial danger to their security, and that every effort, no matter how 
humiliating, had to be made to bring the sheep back to the fold. 

I think that effort still is in progress. They have not achieved it. 
Mr. Zasiockt. It is speculated in the press that Tito will play a 
role, or he is intended to play a role, in the Suez-Mediterranean and 

the Middle East area. 

(Discussion off the record.) 


UNITED NATIONS DEFENSE OF FORMOSA 


Mr. Zasiocki. I would like to ask Mr. Murphy a question on part 
of the statement of Mr. Finletter: “I believe it would be worth while 
studying whether it would not be juridically better to have a defense 
and a future disposition of Formosa and these other islands referred 
to the jurisdiction of the United Nations.” 

I asked Mr. Finletter whether that would be to the advantage of 
the United States, speaking psychologically, and whether or not it 
would place Nationalist China in a position of passing on its own 
existence. 

We recognize Nationalist China as a member of the United Na- 
tions. We would be entrusting the disposition of Formosa and the 
other islands to the United Nations. Would you comment on that? 

Mr. Murreny. I am trying to analyze Mr. Finletter’s point of view. 
I am not sure what he has in mind. It is hard for me to visualize a 
situation where the composite group in the United Nations would be 
able to undertake the defense of Formosa and the offshore islands. 

Mr. Zantocki. He referred to Quemoy and Matsu. 

Mr. Murpuy. Because of the inherent conflict in the policies of a 
number of members of the United Nations, I question its feasibility. 

Even our major ally, the United Kingdom, has a different policy 
vis-a-vis Red China than we have. 

Charging that collective organization with the defense of this terri- 
tory would, I think, carry with it so many contradictions in terms that 
I could not just see a real defense of the islands coming out of it. I 
don’t see how it would be possible. What organization in the United 
Nations would direct it? The Security Council on which the Soviet 
Union sits? As a practical matter I don’t see how it would work. 





194 FOREIGN POLICY AND MUTUAL SECURITY 


I ‘would like to defer, also, to Admiral Radford’s opinion on that. 
It seems to me to have too many inherent conflicts. 

Mr. Zantocxi. Perhaps it was unfair to state the question as I did. 
I should not have asked you to comment on someone else’s testimony. 

Let me restate it. Would it be or would it not be in our national 


¢ 


interest if we withdrew our position on the Formosa question at this 


1e 
: 
Mr. : 


Morprry. I think it would not be in our interest to withdraw. 
‘hairman Ric HARDs. Mr. Hays of Arkansas? 
‘ir. Hays of Arkansas. No questions, Mr. Chairman. 


‘hairman Ricnarps. Mrs. Kelly / 


EFFICACY OF MILITARY ALLIANCES 


Mrs. Kretiy. Mr. Murphy, I believe you said that the Soviet expan- 
ion was stopped by the collective security of the free world. Is that 
correct ¢ 

Mr. Murpny. I think that is correct; yes. 

Mrs. Kextiy. Now more or less the new tactics of the Russians are 
coexistence, the hope to obtain coexistence so they can strengthen their 
alliances throughout the world. It is up to us to endeavor to either 
continue our mutual security program as we have been doing or come 
up with something new to meet these new tactics. 

Do you believe that in the sphere of military alliances, such as 
NATO, that we should join the Baghd: id Pact, for instance, and make 
solid military pacts like NATO, or should we take a different step ? 

Mr. Murpny. In the case of NATO, I think, under article IT, which 
relates to economic cooperation, that there would be a field for certain 
expansion of NATO's activities and authority perhaps. 

I feel it should not in any sense lead to a relaxation of the military 
side of the alliance. That military shield must be kept intact and it 
must be strengthened. 

Whether, in addition to that, these various organizations can take 
on greater activity in the political and social and financial fields would 
depend on conditions, and perhaps that can be done. 

I know that our Secretary of State has been devoting tremendous 
amount of thought to the NATO feature alone, but the essential mili- 
tary character of the alliance, I think, is of predominant importance. 

Mrs. Ketiy. The military alliance ? 

Mr. Mcrpuy. Yes; in other words, NATO is essentially a military 
alliance. 

GERMANY’S CONTRIBUTION TO NATO 


Mrs. Ketxiy. Could you say anything about this Ger man situation, 
or do you want to leave it to Admiral] Radford? You were in Germany 
recently. were you not ? 

Mr. Murrny. Yes. Your question is in respect of the military 
service legislation ? 

Mrs. Ketiy. Yes. How will that affect our military situation ? 

Mr. Morpuy. I would like from the technical point of view to hear 
Admiral Radford, who can talk on it much more effectively. 

T came away from my talks with Chancellor Adenauer and with the 
top generals and Minister of Defense with a fairly comfortable feeling. 

(Discussion off the record. ) 

Mr. Mureny. They put it this way: 
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Their program calls for a force of 500,000. There is no change on 
that. It will put greater emphasis on a professional and volunteer 
army. The question is whether they have the potential to really work 
that out, 

[ came away from my talks with them convinced that they do 
have 1 

In a er words, they will have in the initial setup of 500,000—300,000 
on a voluntary basis. I asked whether they were going to get that 
many. They said there is no question about it. ‘They now have 

250,000 applications, they have accepted 96,000 alreac ly, and out of 
that group they hope to get 200,000 first-class noncommissioned officers, 
first class in the sense of quality, and upward, perhaps, of 100,000 
officers. There will be 300,000 volunteers and 200,000 conscripts in 
the first batch, so the German force will be much more of a professional 
force because those volunteers will be recruited on the basis all the way 
from 6 years to life service. Notwithstanding the a of full 
employment that obtain now, they assured me they are able to draw 
on a reservoir of manpower that exceeded their own al ions, and 
they are very closely in touch with this. 

They convinced me that after the initial training and organizational 
phases are over we are going to be surprised with the speed and effec- 
tiveness with which a German force will be built up. 

( Discussion off the record. ) 

Mrs. Ketiy. You think they might in time be going too fast ? 

Mr. Murpny. It is hard to forecast. 

Mrs. Ketriy. At this time we don’t care; do we? 

Mr. Mureny. We think their partnership in NATO is so important 
that they be continued within the framework of the Western Alliance. 

(Discussion off the record.) 

Mrs. Ketiy. Turning to the problem of Tito for a moment, don’t 
you feel that Russia is using him as a decoy to carry out their policies 
in the Middle East, and that he is going back into the Russian fold ? 

( Discussion off the record.) 

Mrs. Ketzy. Do you think he is with the West ? 

Mr. Murpuy. He is certainly not an ally, but I do think he wants 
to maintain a friendly and working relationship with us, and I think 
basically what he wants is to maintain the independence of Yugoslavia. 


UNITED STATES AID TO YUGOSLAVIA 


Mrs. Ketiy. Do you think that we as a country should give aid, con- 
tinue our aid, to the same degree to Yugoslavia as it is now obtaining 
from Russia? Yugoslavia got some $490 million; is that correct? 

Mr. Mourruy. $464 million. We have done much more than that 
already. He does not expect us, and we have no intention of granting 
future aid on that scale. We don’t think it is necessary. 

On certain items, such as cereals, wheat, our aid may be important. 
Yugoslavia, as you know, is a cereal-producing country, and while 
it never exported wheat in the old days it always had a sufficiency of 
wheat for its internal consumption. 

( Discussion off the record. ) 

Mr. Mourruy. We think it is a policy of wisdom for us to continue 
an aid program of limited nature under the heading of economic 
assistance in respect, perhaps, of wheat. 

(Discussion off the record. ) 
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STATUS OF BALKAN PACT 


Mrs. Ketty. What is the status of the Balkan Pact? 

Mr. Mourruy. It is in a state of considerable inactivity at the mo- 
ment. The Cyprus issue has caused serious strain in the relationship 
of the Greeks and Turks obviously. 

In that respect Tito is trying to play a mediating role. 

Perhaps until the issue is settled the Balkan Pact is in a state of 
shock, shall we say ? 

Mrs. Ketiy. Can you comment on the provisions of the Mutual Se- 
curity Appropriation Act, 1957, where it is provided that none of the 
funds made available for military assistance under that act shall be 
used to furnish military equipment to Yugoslavia except for main- 
tenance of equipment heretofore furnished or to provide spare parts 
for replacement purposes ? 

Has that restriction been cut off in recent months? 

(Discussion off the record. ) 


TITO’S ROLE IN THE SUEZ CONTROVERSY 


Mrs. Ketiy. Do you have any knowledge that Tito is playing a 
big part in the Suez situation, or playing any part? 

Mr. Mourrny. No. We are frank to admit ignorance of his talks 
at Yalta. We don’t know yet what transpired there, but we have no 
evidence that he is playing a substantial role in the Suez matter at 
the present time. We have had no representations from him nor have 
such representations been made to the United Kingdom or France so 
far as we know. 

What his discussions were with Khrushchev and the others at Yalta, 
we honestly do not know. 

(Discussion off the record.) 

Chairman Ricuarps. Mr. Hays of Ohio. 


CUTBACK IN GERMAN CONSCRIPTION 


Mr. Hays of Ohio. Mr. Secretary, how much do you think talk 
here in the United States of withdrawing our troops in Europe, or 
some of them, and replacing them with atomic weapons contributed 
to the inability of the Germans to get the legislation they wanted 
through their parliament? 

Mr. Murrnuy. Chancellor Adenauer told me that until those news- 
paper stories came out—and I think he is convinced now that there 
is no Radford plan—there was no doubt that the Bundestag would 
pass the law providing for 18 months’ service. 

After the appearance of those articles he said it was utterly impos- 
sible to get it through. 

Mr. Hays of Ohio. I understood you to say there is no Radford 

Jan. 

. Mr. Murpnuy. That is my understanding; yes. 

Mr. Hays of Ohio. Would you also say there never was a Radford 

lan ? 

. Mr. Murpuy. So far as I know there never was a Radford plan. 

Mr. Hays of Ohio. Perhaps the Admiral can tell us when he comes 
on how that got out of the Pentagon. 
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I had been led to believe from people I talked to in Germany that 
that made the Chancellor’s job just about impossible. 

Mr. Mureny. It did make it very difficult, Mr. Hays. It certainly 
did. 

The trouble about it is that the Chancellor placed credence in the 
stories, and built up a notion about it all that we were changing our 
policy, our whole strategic planning, that isolationism was coming 
back, and that fortress ‘America was the thing we were going for, 
and so on. 

I think we have provided some correctives to his thinking now. 

Mr. Hays of Ohio. Let me say, and I am not asking you this but 
making a comment, that the Chancellor was not the only one who 
placed credence in that. A great many of the American people did, 
and I think it was meant that w ay. 

That is all, Mr. Chairman. 


ADDITIONAL FOREIGN AID FUNDS RECOMMENDED 


Chairman Ricuarps. Mr. Murphy, do you still think, and does the 
executive department still think, that even in view of the new Soviet 
face in world affairs, that it is necessary for us to provide additional 
funds for foreign-aid programs? 

Mr. Murreny. Yes, Mr. Chairman, I believe that is necessary. 


SEPARATION OF MILITARY AND ECONOMIC AID PROGRAMS 


Chairman Ricuarps. You know it is getting more and more difficult 
to sell that to Congress and the American people. About two-thirds 
of the program now is for military aid. 

Do you see any executive opposition that you know of if we were 
to come to the Congress for a foreign-aid program in the field of eco- 
nomic aid and include so-called militar y aid in the defense appropria- 
tion program? Military aid has been defined by men in leading posi- 
tions in defense as part and parcel of our own defense program. Do 
you see any objection to separating those two and coming to Congress 
on that basis? 

Mr. Murreuy. No, Mr. Chairman, it seems to me there would be a 
great many advantages from the standpoint of administration in such 
a separation. 

I have no authority to speak for the Secretary of State on that 
particular point because we have not discussed it recently, but I be- 
lieve he would be inclined to favor such a move. That would be sub- 
ject to his own confirmation. 

Chairman Ricnarps. You do not envision that that would cause 
difficulty in the field of foreign policy ? 

Mr. Murrny. Not at all. I think that there would be a lot of ad- 
vantages to it, Mr. Chairman. 

Chairman Ricuarps. Thank you very much. We appreciate your 
coming up here, Mr. Secretary, and helping us out. 

(Discussion off the record.) 

Chairman Ricuarps. Adm. Arthur W. Radford, Chairman, Joint 
Chiefs of Staff. 

Admiral, we appreciate your coming here. 
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STATEMENT OF ADM. ARTHUR W. RADFORD, CHAIRMAN, JOINT 
CHIEFS OF STAFF 


Admiral Raprorp. Mr. Chairman and members of the committee, 
it is my understanding that this committee is interested in hearing 
my analysis of the changes in Russia’s military posture and thinking 
which have taken place since 1948 and the effect which these changes, 
if any, have wrought in our own military policy and strategy. This 
is a log period and a large field to cover in 80 minutes. I know that 
many members of this committee have had a picture window on this 
period in our history. You have, moreover, participated in the 
strategic decisions our country has had to make to meet and counteract 
what our best intelligence informed us were the designs of the Soviet 
Union. You are now reassessing some of our strategic and tactical 
moves of the past against the danger of Communist expansion. I am 
happy to contribute my views to aid you in such reassessment. I 
don’t suppose any more important task faces the Congress or the peo- 
ple of this country. 


FACTORS AFFECTING UNITED STATES MILITARY THINKING 


Throughout, I shall attempt to confine my remarks to purely mili- 
tary aspects, but since these cannot be discussed in a vacuum, some 
consideration must be given to the complex interrelationships of the 
military, economic, psychologic al, and political elements of national 
power and international affairs. Mr. Murphy, of course, has already 
testified on the broad political changes in Russia since the death of 
Stalin and the effect those changes have had on our foreign policy. 

As I have stated repeatedly to many committees of the Congress, 
the rapid development of atomic weapons and means for their 
delivery has had the most significant effect on military strategic think- 
ing over the past 10 years. From the fateful day in 1949 “when we 
learned that the Soviets had exploded the atom bomb we have had to 
alter our military programs to meet each new method of projecting 
atomic power overseas. Possession of atomic weapons plus modern 
delivery systems is a military fact of life, but one which cannot be 
considered alone. It is always necessary to recognize the modifying 
influence of political and psychological factors. I know you have 
heard a great deal of testimony on this score and will apply these 
factors in your conclusions. 

The year 1948, which you have chosen to begin your survey of 
changes in Russian military posture, might be called the year of great 
awakening to the threat of Soviet expansionism. You will recall 
that was the year Czechoslovakia slid behind the Iron Curtain, the 
year of the Berlin airlift, and finally the year of the so-called Vanden- 
berg resolution. I mention the Vandenberg resolution because it 
was a part of our awakening to the threat the Soviets posed to the 
continued existence of the free world. This resolution, as you know, 
gave impetus to the North Atlantic Treaty, and the program of mutual 
assistance which followed. In fact, it might be said to be the spark 
that led to our entire system of ¢ ollective secur ity as we know it today. 

In July of 1949 General Bradley, my predecessor, appeared before 
this very committee in support of the first military assistance program. 
As he told you then: 
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The specter of another would-be master attempting to enslave our presently 
allied peoples has given a sense of urgency to our plans. In 2 years, a foreign 
policy for this Nation has evolved which normally would take a quarter of a 
century. 

Today, in the view of some, the specter to which General Bradley 
referred has taken on a look of benignity. Many believe that the 
sense of urgency is no longer with us. I do not share these views. 
The statement which follows will tell why I do not. 


SOVIET MILITARY CAPABILITY 


The following deals only with gross military capabilities and total 
Sino-Soviet bloc military strengths. It is not a net evaluation of 
opposed capabilities. 

Periodic public displays of Soviet armed forces indicate a con- 
tinued and vigorous military program resulting in formidable, well- 
equipped modern armed forces that are keeping pace with rapid 
changes and developments in the art of warfare. This includes the 


growing and continued improvement of the military strengths of the 
European satellites and Red China. 


SOVIET REDUCTION IN FORCES 


The U.S. S. R. has announced that it intends to reduce its armed 
forces by 1.2 million men by May 1957. They have also mentioned 
a previous reduction of 640,000 men. There is no conclusive evidence 
to confirm or deny that such reductions have been or will be imple- 
mented, though some reduction is possible. 

The propaganda effects of these announcements are obvious and can 
be briefed as follows: 

1. The Soviet Union’s position on international disarmament will 
be given some credibility by the peoples of the free world. 

2. Other Soviet foreign policies which appear to reduce interna- 
tional tensions will be rendered more acceptable. The new Soviet 
leadership will tend to be more acceptable in some non-Communist 
eves. 

3. Pressures for withdrawal of United States military forces from 
overseas bases will be increased. 

4. A reduction in free world military strengths will be encouraged. 
This may, in particular, affect German and Japanese rearmament. 

If in fact, their announced reductions were implemented in addition 
to the above propaganda effects, the Soviets would have made avail- 
able a pool of labor for other applications—either in industrial or agri- 
cultural pursuits or in “civilianized” components of the military es- 
tablishments. 


SOVIET MILITARY CAPABILITY UNIMPAIRED 


Such a reduction of armed forces, even though partially offset by the 
increasing military strengths of the E uropean satellites and Red C hina, 
is so subst antial, in numbers alone, that it could not help adver sely 
affecting the capabilities of the Soviet armed forces. However, in 
view of the fact that the U.S. S. R. will be the likely initiator of oen- 
eral war it can, prior to hostilities, rapidly mobilize its military 
strengths to overcome the effects of reductions. Most importantly, the 
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Soviet military strengths “in being” to launch surprise attacks or op- 
pose retaliation by us will not be impaired significantly by the indi- 
cated reduction. In addition, Soviet offensive capabilities to engage 
in local or limited conflict will not be reduced. Less than a month ago 
I commented to the Executives Club of Chicago: 


I have seen no reduction in military capabilities in spite of announced reduc- 
tions in manpower. 


The statement bears repetition to sum up my remarks on this subject. 
IMPROVEMENT AND INCREASE IN SOVIET MATERIEL 


During this 8-year period Soviet ground forces have been completely 
re-equipped with new tanks, light arms, and artillery. The continued 
modernization and adaptation of these forces to the changing require- 
ments of technological developments is an essential part of the So- 
viet’s overall military program. Greatly increased firepower and 
mobility of the ground forces permits a reduction of forces without 
sacrificing net military effectiveness. However, throughout the period 
the Soviets have maintained about 175 line divisions. 

During this period the Soviets have developed, with an unprece- 
dented shipbuilding program, the second largest navy in the world. 
Specifically the Soviets now possess the largest peacetime submarine 
force the world has ever known. It has grown from about 200 in 1948 
to over 400 submarines at this time. In addition they have built over 
90 new cruisers. This navy is capable of projecting military force 
great distances from the Soviet homeland. 

Long-range aviation, so highly perfected by the Allies in World War 
II for the function of strategic bombing, was not developed by the 
Soviets at that time. Since then the Soviets have rapidly built up this 
element of their military strength. Steady improvement of this capa- 
bility by the introduction of higher performance aircraft and im- 
proved personnel training and operating techniques is continuing. In 
addition, significant changes have occurred in the other elements of 
the Soviet air force, which include the extensive replacement of piston 
aircraft by high-performance jet fighters and bombers, and an increas- 
ing all-weather fighter capability. The overall net inventory of opera- 
tional aircraft has been maintained at about 20,000 planes. 

As a matter that well illustrates the process of action and reaction 
there is no doubt that the air-strike capabilities of the United States 
have caused the Soviets to exert extraordinary efforts to develop air 
defense capabilities. It is clearly evident that this function is con- 
tinuing to receive high priority in their military program. 

From the standpoint of geographic position they have achieved a 
defense in depth around and beyond the borders of Russia. In com- 
bination with the stationing of their own forces and the increasing 
military effectiveness of the European satellites and Red China, the 
Soviets now maintain a military posture of defense never equaled in 
the history of Russia. 


SOVIET ATOMIC AND SCIENTIFIC STRENGTH 


Though the subject of weapons is to be presented later in detail, 


it deserves passing comment in the context of this statement. The 
Soviets have made formidable achievements in the development of 
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their atomic capabilities and adaptation to weapon systems. The re- 
marks of Khrushchev during his visit to the United Kingdom last 
spring, concerning their early possession of guided missiles with atomic 
warheads capable of striking anywhere in the world, cannot be lightly 
dismissed. 

Attention is also invited to the significance of the Soviets’ con- 
tinued emphasis on growth, diversity, and dispersion of their indus- 
trial complex in terms of war potential. Their rapid strides in en- 
larging their pool of scientific and technical manpower have signifi- 
cant related effects on the Soviet military posture. 


SOVIET GOALS THROUGH MILITARY POWER 


Although the Russian brand of communism has always included the 
concept of world domination, its military capability to attain that 
goal has been limited in the past either technically, geographically, or 
by preoccupation with opposing forces on the Eurasian Continent. 
Now, as the result of technological developments and changing world 
conditions the Soviets’ increased strength provides them with the 
capability to project military power great distances from the Eurasian 
Continent in military support of their ultimate objective. Despite sur- 
face manifestations indicating a retreat from the military international 
line pursued by Stalin, the present Soviet leadership has not in my 
opinion abandoned its short-range goal of subjugating the countries 
of Western Europe. NATO has provided the contending force in 
opposition to this objective. Further, the Soviets fully realize that 
the United States poses the greatest obstacle to the achievement of their 
ultimate objective. While there is no indication of effort on their 
part to develop a military capability to invade the United States, they 
are developing and improving military capabilities which if inef- 
fectively opposed could result in— 

1. Destruction or impotence of United States military capa- 
bility to retaliate against Soviet military aggression ; 

2. The isolation and subjugation of Europe, Asia, and the Mid- 
dle East, particularly those weaker nations on the periphery of 
the Soviet bloc; 

3. Destruction or impotence of the war potential of the United 
States and Canada. 


SOVIET OBJECTIVES UNCHANGED 


eres from the purely military field it seems that the Soviets 
are reasonably assured that the United States does not desire and 
will not initiate a general war. There is good reason to believe that the 
Soviets now think that a general war is unprofitable for them under 
prevailing world conditions and in view of the opposing military 
capabilities. They are utilizing, in a typical display of flexibility, 
alternative means of achieving their long-term objectives. However, 
this does not preclude the possibility that they could change their 
minds under conditions which might lead them to think they had 
acquired an overwhelming military advantage. 

There is no evidence to indicate that during this period the Soviets 
have acquired any western morality or ideals which would inhibit their 
judgment in resorting to whatever means, military, or otherwise, they 
consider might be to their advantage. 
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Further, there is no indication of any intent on their part to abandon 
their policy of eventual world domination. There are indications to 
the contrary which strengthen our skepticism and doubt of any real 
sincerity in Soviet pronouncements. 

Solely from the military viewpoint, the net effect of the changes 
during this period is an overall increase of the military effectiveness 
of the Sino-Soviet bloc. In the broadest sense, there has been a cumula- 
tive effect of many changes which results in a significant evolution of 
the Soviet total power position. It is recognized that Soviet military 
power is by no means the only important factor of their national 
strength. There are many inherent dangers of Soviet political, eco- 
nomic, and psychological courses of action which may be of equal 
or greater importance. 


UNITED STATES POLICY OF COLLECTIVE SECURITY 


This same period of time (1948-56) has witnessed several funda- 
mental changes in United States military posture and policy. These 
changes have stemmed in large measure from reaction to Soviet action 
and to development of Soviet military capabilities. Both our foreign 
and our military policy have changed to meet what we considered a 
threat to our security. 

The fundamental principle of collective security has crystallized as 
a national policy. The United States has accepted the principle that 
it cannot go it alone and cannot continue its past policy of isolation 
in a rapidly changing world. This provided the motivation for the 
formation of NATO and the many other mutual security pacts which 
express the willingness of signatory nations to act in cooperation for 
mutual support and defense of their individual and common security. 
Military implementation of these pacts involves the peacetime deploy- 
ment of United States armed forces in various areas throughout the 
world. In addition, this includes extensive support of a mutual de- 
fense assistance program. 

A fundamental corollary of collective security is that each nation 
is expected to contribute, in accordance with its capabilities and facili- 
ties, those forces for which it is best suited and which will best fit into 
the collective security pattern. 

For our part, we give our emphasis to highly mobile, strategic strik- 
ing forces. With our high degree of technical skills our Nation is 
the one nation best able to provide certain type long-range air forces: 
modern naval forces like carrier groups and amphibious forces; and 
mobile, hard-hitting assault, armored, airborne, and specialized ground 
forces—all in a high state of combat readiness. 


UNITED STATES CONTINENTAL DEFENSE 


Perhaps the next most significant change in our military posture is 
the military effort which has been, and must continue to be, devoted to 
continental defense. Never before in modern history has the United 
States been faced with such a direct threat to her national security. 
This threat requires the specific defense of vital areas and installations 
throughout and beyond the North American Continent. Extraordi- 
nary military efforts to develop continental air defense and antisubma- 
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rine warfare capabilities are the necessary elements of an effective 
defensive military posture. 

In the past the United States has planned and acted in a stop-start 
fashion in response to periods of maximum danger. In view of exist- 
ing world conditions and particularly considering the nature of current 
and foreseeable weapons, our planning is based on the concept of the 
long haul. That is, in our best judgment of the most efficient balance 
of national military effort and other elements of national strength, we 
must maintain an effective militar y posture over a long period of time. 


SOVIET TRENDS AFFECTING UNITED STATES MILITARY POLICY 


It is vitally important to recognize or identify present trends which 
might affect our future national military policy. Soviet efforts have 
utilized in the past, and undoubtedly will continue in the future to 
utilize, a wide variety of political and psychological propaganda means 
to offset any United States military advantage. At the same time they 
will continue to strive for an overwhelming military strength for 
themselves. 

It is my belief that their general objectives are: 

To increase the economic strength and military capabilities 
of the Soviet-satellite bloc ; 
2. To weaken the cohesion of the non-Communist world, and 
particularly to disrupt NATO; 
To cause a retraction of western power and influence, and 
particularly to force withdrawal of United States military power 
from its present deployment around the periphery of the bloc; 


4. To expand Communist influence throughout the world by 
political, economic, and subversive means. 


UNITED STATES MILITARY OBJECTIVE 


We should make it crystal clear that the continuing objective of our 
military posture is that the United States possess a ¢ onstant ability and 
convincing willingness to act from an unequivocal position of collective 
allied and unilateral military strength in order to deter or, if neces- 
sary, respond quickly to local aggression or general war. 


SUMMARY OF CONCLUSIONS RELATIVE TO SOVIET OBJECTIVES 


In summarizing and arriving at conclusions concerning the signifi- 
cance of recent militar y changes in Russia, it is apparent that I believe 
date net effect has been to increase the Soviet military strength and 
thus their power position. Also there are no indic ations which at this 
ers significantly affect the validity of the following conclusions: 
The Soviets have no intention to abandon their ultimate ob- 

fect ive of world domination ; 
2. There is no time period set by the Soviets to achieve this 

ultimate obiecive: 

They will continue to strike for an overwhelming military 
advent age. The United States must not permit them to accrue or 
to think that they have accrued such an advantage; 

The Soviets now think that a general war is unprofit: able for 
ne and, so long as they think this, they will press toward their 
objective, utilizing any and all alternative means; 
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»» The world has not yet achieved means of armament reduc- 
tion or effective controls which will prudently allow a relaxation 
of the United States military posture ; 

6. In a period of general relaxation and reduction of interna- 
tional tensions, the Soviet threat to the free world by alterna- 
tive means is perhaps even more dangerous and insidious than 
military action. 

Chairman Ricuarps. Thank you, Admiral, for this strong con- 
tribution to the excellent testimony ‘which we have heard this week. 
Mr. Smith ? 
SOVIET DIVISIONS ON WESTERN FRONT 


Mr. Sarrn. I noticed, Admiral, that we are still using the figure of 
175 divisions. We have been using that since the end of the war. They 
have not increased that number at all 

Admiral Raprorp. I don’t know that we have had that number al- 
ways. So far as I know it has been pretty generally accepted that 
they have maintained that number, yes. 

Mr. Smiru. I think right after the war we had testimony in this 
committee that they had on the western front, or available for action, 
175 divisions. I may stand corrected if I am wrong on that. There 
apparently has been, except for modernization of those divisions, a 
constant stand on that. 

Admiral Raprorp. Yes, sir. 

Chairman Ricuarps. Mr. Chatham ? 


UNITED STATES LONG-RANGE AIRCRAFT 


Mr. Cuatuam. I am very much obliged to the Admiral for his testi- 
mony. I would like to comment, sir, that. these 3 days, I think, have 
been the best testimony that this committee has had to give a picture 
of next year’s general policy and that of the year after. 

You say: 
with our high degree of technical skills our Nation is the one nation best able 
to provide certain type long-range air forces. 

You mean B-36’s, sir ? 

Admiral Raprorp. No; we now have more efficient aircraft. 

Mr. CuatHam. You remember the statement that the B-36 was the 
Army’s billion-dollar blunder, and it has been well borne out. Is the 
Soviet navy building carriers ? 

Admiral Raprorp. As far as we know they are not. 

Mr. Cuatuam. They are not going for carriers ? 

Admiral Raprorp. That is right. 


SOVIET SUBMARINES 


Mr. CuHatHam. They would depend on submarines, perhaps with 
air help, to send guided missiles ? 

Admiral Raprorp. I would say in their particular case I would 
understand why they do not build carriers. In the first place, it would 
take them considerable time to acquire enough strength to make such 
an effort. They have determined, and I believe wisely so, to concen- 
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trate their ne effort almost entirely on submarines in the 
last few years 

Mr. Cuaruam. Am I correct in saying Hitler had about 67 sea- 
going submarines when World War II Started ? 

Admiral Raprorp. I think it was less than that. I think it was 
around 50 when the war started. 

Mr. Cuatruam. And those 50 did terrific damage and the Soviets 
have nearly 10 times as much. 


UNITED STATES POSITION IN ICELAND 


What is the situation about our troops in Iceland? Is that not a 

very important base, strategically ? 

Admiral Raprorp. From a military standpoint our bases in Iceland 
are very important. 

I think Mr. Murphy can comment on that. 

Mr. Murruy. On the political side, there is a complicated and diffi- 
cult situation there. We are having our Ambassador come home again 
in a few days to go over that whole ground again. He will be back 
in 2 or 3 days. 

We are trying to arrive at certain decisions on it and it has been 

rather difficult. 

The impact of the Soviet economic policy has been quite pronounced 
there. They have been willing to take 60 percent of the Icelandic 
fish production and we are not willing to buy any of it. 

Naturally, I think the population is 164,000, and our maintenance 
of upwards of around 7,000 personnel on the island provides a good 
many social problems. 

(Discussion off the record. ) 

Mr. Murpuy. There is a very serious problem for us just at the 
moment in connection with their participation in our NATO con- 
sultations, questions of the degree of secret military information that 
we are willing to give this Government with a Communist participa- 
tion. That is one of the immediate problems we face right now. 

Mr. CuatHam. Would it be a proper question to ask this: Should 
we have to remove our troops, could there be agreement that in case 
of aggression by Russia we could get our bases back and move in 
militarily? Isthat an improper question ? g 

(Discussion off the record. ) 

Chairman RicHarps. This matter of buying fish is another instance 
of our being at a disadvantage with the Russians. They need fish and 
they can buy it, they need cotton from Egypt and they buy it, and that 
is one of the things we are up against in this overall situation. 

Mr. Mourpny. That is right. 

Mr. CuatuAm. I said yesterday the Scandinavians found this enor- 
mous bank of fish off Iceland. The Norwegians are sending great 
quantities of fish to Russia. They are buying ‘them. 

Mr. Murrpny. That is right. 

Chairman Ricwarps. Mr. Hays of Arkansas? 


SEPARATION OF MILITARY AND ECONOMIC AID PROGRAMS 


Mr. Hays of Arkansas. I would like to ask Admiral Radford if he 
would care to comment on the proposal to separate the military and 
84318—56——20 
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economic programs, and treat them more independently than we have 
as a matter of policy in the last few years. 

Admiral Raprorp. Mr. Hays, I have often testified that as far as 
the defense effort is concerned, the military aid program is an integral 
part of our overall defense program. The economic aid is a vital ad- 
junct in our program to counter Communist aggression. 

If you are asking me whether military aid should go into the mili- 

tary budget, I might say that I have never seen any reason why it 
should, not. From the standpoint of bookkeeping and administra- 
tion, it could be done the other way. 

Mr. Hays of Arkansas. Do you have any feeling that there would 
be dangers from a policy standpoint in isolating military considera- 
tions altogether from our economic aid progr: am? In other words, 
not to make military factors or military alliances a requisite in exten- 
sion of economicaid? DoImake myself clear on that ? 

Admiral Raprorp. Yes; I had not thought about it that way. But 
I do think every year, at least the 3 years I have been here, the military 
aid program has been given publicity that perhaps is not good for us 
around the world. 

Mr. Hays of Arkansas. That is the point I am getting at. 

Admiral Raprorp. It does generate so much discussion here that it 
not only causes us difficulty with the allies we are going to support— 
they get into a sort of competition— but it also subjec ts us to Russian 
propaganda. The Russians deliver without public discussion an awful 
lot of military equipment. They have no publicity with it unless they 
want the publicity. We are forced every year to go through quite a 

campaign to support the military aid budget. That probably would 
not occur if it were included in the whole defense budget. At least, 
it would not be as prominent. 

Mr. Hays of Arkansas. If it should be found that as a matter of 
policy it would be better to separate the two, legislatively and budg- 
etarily, and to proceed with economic aid ona rather new basis, apart 
from the immediate military considerations, you see no objection to 
that from a military standpoint as long as those economic aids do 
not run counter to some military program in the affected area? 

Admiral Raprorp. No, sir; Ido not. Iam quite sure from a purely 
military standpoint it would make no difference, actually. There 
might be other objections from some of the military departments but 
they would not be based on that ground. 

Mr. Hays of Arkansas. Thank you, sir, 

Chairman Ricwarps. Mrs. Kelly. 

Mrs. Ketty. Thank you, Mr. Chairman. 

Admiral Radford, are the other members of the National Security 
Council in complete agreement with this statement you have just 
given ? 

Admiral Raprorp. I am not a member of the National Security 
Council. 

Mrs. Kerry. I know, but do you know if they are? 

Admiral Raprorn. I certainly would not put anything in a public 
statement that I did not think was all right. 
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CONTINUED NEED FOR FOREIGN AID PROGRAM 


Mrs. Kreiiy. My reason is that on page 7 you say, “Never before in 
modern history has the United States been faced with such a direct 
threat to her national security,” and on the last page you mention that 
the general relaxation and reduction of international tensions, and so 
forth, is more dangerous and insidious than military action. 

From that, it looks like we are going to have to continue the military 
and economic program next year iad on a larger scale than we have 
in the past. 

Admiral Raprorp. I feel that we are. 

Mrs. Ketiy. You feel that way ? 

Admiral Raprorp. Yes. I would put it this way. I cannot see 
much hope of reducing the military aid programs. The economic 
‘ae, own is something that I am not calle upon to defend directly, 

ut I can testify from traveling around the world that it is a program 
we certainly cannot stop without some serious repercussions. 


FOREIGN OPINION OF COMMUNIST THREAT 


Mrs. Ketiy. Do the leaders of the other nations in the world realize 
that this threat is serious? Why is this relaxation taking place? 

Admiral Raprorp. I would say that part of it is due to the clever- 
ness of the new Soviet collective leadership. They have done a pretty 
good job. 

Mrs. Kextiy. Are not the leaders of the nations of the world telling 
the people of this threat? It is spreading all over. Even in the 
United States we have the same situation. 

Admiral Raprorp. I think, Mrs. Kelly, that most leaders of the free 
nations would not disagree’ with my statement. Public opinion is 
something else. Some public opinion feels, for different reasons, that 
perhaps the Russians have changed. Some feel that way because they 
want to think that, and others because they believe some of the 
propaganda. 


ASSUMPTION OF MILITARY BURDEN BY UNITED STATES ALLIES 


Mrs. Keity. With the economic increase of potentiality and cap- 
wbility of the nations of the world—they are certainly prosperous in 
Europe—is there any possibility they can assume their military burden 
more than they are now ? 

Admiral Raprorp. I am not justifying the military programs in 
exactly the same form as we have had them before. For instance, 
Germany intends to support its entire military establishment and is 
now ordering a good deal of equipment from us. I believe this will be 
more and more the case for those nations that are ¢ ‘apable of support- 
ing their own forces. 

On the other hand, there are nations like Korea where we are sup- 
porting a 660,000-man army. Korea probably could never hope to 
support such forces by itself. Nor could Nationalist China, or Indo- 
china. Over two-thirds of our total military aid program goes to 
countries that are not able to assume much more of the burden than 
they have in the past. 

Mrs. Ketiy. There is a relaxation for the time being that neither 
side, East or West, will use the bomb, is that not correct 
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Admiral Raprorp. Mrs. Kelly, I think the main relaxation in ten- 
sion comes from the point Mr. Murphy brought up. The new leaders 
in Russia have just been a little smarter than Mr. Stalin. They have 
resented a different face to the world. They say they are peaceful. 
For the time being and for the most part, they have stopped making 
those threatening gestures and threatening remarks. Thus, there are 
a lot of people that are willing to think very quickly that the Com- 
munists have changed. 


RESTUDY OF MILITARY PROGRAM AND OBJECTIVES 


Mrs. Ketiy. That is why we are here today, to meet that. The 
question comes up: Are we going to continue the program as we have 
in the past or should there be a cutback, or is there agreement that you 
would not use the atom bomb, or that we should increase our own 
Army to take care of brush fires? What is it? 

Admiral Raprorp. I do not know. I would say we certainly have 
to restudy the situation and come up with some new ideas as to how 
best to handle it. Ihave not discussed what those new ideas might be, 
I am not sure anybody knows. I think the solution is a matter to 
which this committee is going to have to contribute. 

Mrs. Ketxiy. The bill of the last year had no new funds in it except 
for $530 million in new weapons. Just a continuation of spare parts 
and so forth. 

Admiral Raprorp. No. 

Mrs. Keixiy. It was not new large equipment like we had in other 
years. 

Admiral Raprorp. It was in some cases. Military aid is a continu- 
ing program. 

Mrs. Kertxiy. But there was not anything vastly new. 

Admiral Raprorp. We sent new kinds of planes, new trucks and 
modern new equipment of various kinds. The program is a continu- 
ing one, not static. 

Mrs. Ketry. That is all, Mr. Chairman. 

Chairman Ricnarps. If there are no other questions I want to ex- 
press again my appreciation to Admiral Radford and Mr. Murphy 
for coming here today. 

Thank you very much. 

(Whereupon, at 4:40 p. m., the committee adjourned. ) 
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MONDAY, NOVEMBER 26, 1956 


House or REPRESENTATIVES, 
ComMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 

The committee met pursuant to call, in room G-3, United States 
Capitol, at 10 a. m., Hon. James P. Richards (chairman) presiding. 

Shairman Ricuarps. The committee will come to order, please. 

I would like to say that some members of the committee have not 
been able to attend our other meetings. 

We have had several meetings and we have had some very good 
witnesses. 

We heard witnesses on significant recent developments in the field 
of foreign affairs which require a reformulation of basic policies or 
a redesigning of present mutual-security programs. Another subject 
was the significance of recent developments in the Soviet Union. 

This morning I think we have some very good witnesses on the 
subject of relation of new weapons and new strategy to United States 
foreign policies involved in the Mutual Sec urity Act and related 
legislation. 

We will have a briefing this afternoon on the current world situation 
and tomorrow we will begin hearings on aid to underdeveloped areas. 

I want to say the staff has been putting in a lot of hard work on 
the subjects of these hearings and I think they will have something 
for you to chew on when you get here in January. 

Our first witness this morning is the Honorable Paul H. Nitze. He 
is president of the Foreign Service Educational Foundation. 

Mr. Nitze, we are pleased to have you here, sir. Will you come 
around and have a seat. 


STATEMENT OF HON. PAUL H. NITZE, PRESIDENT, FOREIGN 
SERVICE EDUCATIONAL FOUNDATION 


(Formerly served in Office of Coordinator of Inter-American Af- 
fairs, Board of Economic Warfare, and F oreign Economic Admin- 
istration; special consultant to War Department; Vice Chairman, 
United States Strategic Bombing Survey, 1944-46; Deputy Director, 
Office of International Trade Policy, 1946; and Deputy to Assistant 
Secretary of Economic Affairs, Department of State, 1948-49; Diree- 
tor, Policy Planning Staff, Department of State, 1950. Awarded 
Legion of Merit.) 


Mr. Nitze. Thank you, Mr. Chairman. 
Mr. Vorys. Mr. Chairman, you left out something. He spent about 
a month of his life in this room back in 1948 on the Marshall plan. 


209 
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Chairman Ricwarps. That is right. I do not remember how long 
a time it was. 

Mr. Vorys. It seemed like it was more than a month. 

Chairman Ricuarps. Mr. Nitze. you know what this committee is 
trying to do. 

Mr. Nrrze. T think so. 

Chairman Ricuarps. We are trying to get a background of recent 
developments on which may be based possible changes in the foreign 
policies and programs of the United States involved in the Mutual 
Security Act. 

Mr. Nirzz. I have a prepared statement. May I read it, 
Chairman? 

Chairman Ricuarps. How long will it take? 

Mr. Nirze. About a half hour. 

Chairman Ricuarps. Yes, you may proceed. 

Mr. Nrrze. I understand that the question which the committee 
wishes to be discussed at this session of its hearings is the relation 
of new weapons and new military strategy to our foreign policy. | 
should like first to say a few words about the military problems and 
later to go on with the bearing of these military considerations on 
our foreign policy. 


MILITARY ASPECTS OF OUR FOREIGN POLICY 


The military problem seems to me to have two important aspects: 
The first aspect is that of a possible nuclear war with the U. S.S. R. 
and how we can best deter or defend ourselves against that threat. 
The other aspect is that of how military force can contribute to the 
control of local wars and lesser threats to the peace. The ability to 
control these lesser threats is also necessary if we are to achieve thi 
general aims of our foreign policy. And if we are unable to control 
them, they may bring on “the big nuclear war which it is our policy 
to avoid or deter. Later on I shall wish to say a few words about 
the relative importance of these two aspects of our military problem— 
preparation for a big war and preparation to control minor wars. 

Chairman Rrcnarps. Just a moment. I think ev ervbody under- 


stands this is an executive session. You understand that / 
Mr. Nirze. Yes. 


MILITARY PROBLEMS OF A MAJOR WAR 


Let me first say a few words about the military problems of a big 
war with modern weapons. 

Many students of this problem have suggested that what they call 
an “atomic stalemate” has developed or is about to develop. The 
thought seems to be that as the Russian stockpile of atomic weapons 
grows both sides will realize that in an all-out nuclear war neither 
side can “win” and that therefore atomic peace (aside from some ir- 
rational action) is assured. I would suggest that the situation is more 
complex. 

THE ATOMIC WEAPONS BUILDUP 


In the first place the growth of the Russian atomic stockpile and 
delivery systems (the bases, planes, missiles, crews, radars, etc., neces- 
sary to deliver them on target) does not tend to inhibit action by the 
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Soviets. It merely inhibits the possibility of action by ourselves. If 
the western monopoly was for many years a force for peace it is hard 
to see how the loss of that monopoly can, by itself, be a force for sta- 
bility. It would seem much more plausible to look to the other develop- 
ment which has been proceeding concurrently with the growth of the 
_ ussian stockpile—that is, to ‘the great general advance in atomic 

‘apon systems technology—for those forces in the weapons field 
Ww has -+h may be tending roars rard ine reasing stability. 

During the past 5 years the power of individual weapons, the num- 
ber of weapons avail: silo, and the variety and flexibility of means for 
their delivery have expanded more rapidly than anyone at the begin- 
ning of that period thought possible. Power, numbers, and deliver- 
ability are not just additive factors. It is not their sum but their 
product which gives an index of offensive potential. And the develop- 
ments of recent years have raised their product to an entirely new 
order of magnitude. It is this change in the order of magnitude of 
offensive pote ntial which incre: singly | raises the question as to whether 
anyone can “win” an all-out nuclear wa 


“WINNING” AN ATOMIC WAR 


But the word “win” is a leathery word which can stand reexamina- 
tion for precision of meaning. In one connotation the word “win” is 
used to suggest a comparison of the immediate postwar position of a 
country with its prewar position. In this sense none of the initial 
contestants “won” in the First World War or in the Second World 
War. It is probable that no one could “win” a third world war, in the 
sense of being richer, happier, or better off after such a war than before 
it, even if no atomic weapons were used. If atomic weapons were used 
in all-out, city-to-city attack by both sides, the conclusion is certain. 

In another connotation the word “win” is used to suggest a compari- 
son of the postwar position of one of the adversaries with the postwar 
position of the other adversary. In this sense it is quite possible that 
in a general nuclear war one side or the other could “win” decisively. 

‘ven a smal] initial imbalance in relative capabilities, other things 
being equal, could grow rapidly into a decisive imbalance as the war 
progressed. 

Air warfare in general and atomic warfare in particular tend to be 
comparable more to naval warfare than to land warfare. In classical 
naval warfare, it has generally been true that if the main opposing 
forces became engaged, an initial superiority was progressively trans- 
lated into complete and decisive victory, resulting — in full control 
of the sea lanes for the victorious side. In land war ‘fare, on the other 
hand, the side having the initial advantage often has become over- 
extended as its forces advanced, as its lines of communication length- 
ened, and as the population and forces of the defender were stimulated 
to greater efforts. A very great margin of superiority, often estab- 
lished only after a counterattack, has usually been necessary for 
decisive victory on land. 

In the last war, establishing control of the air took time, and that 
contro] was sometimes less surely established than was control of the 
sea in the days before the development of airplanes. But the addi- 
tion of atomic weapons, with the prospect that hundreds of airfields 
could be permanently destroyed in a single day, makes it probable that 
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in ‘any future war the process would be speeded up and be even more 
clearly decisive. 

Some have argued that the destruction in an all-out nuclear war 
would be so great that nothing would remain, that life on this planet 
would be impossible, and that there would be no one left to win, even 
in the second sense of the word. This is technically conceivable. The 
number of high-yield thermonuclear weapons which can be exploded 
in a short space of time without producing general lethal contamina- 
tion of the atmosphere is finite. But it is a large number, one not 
likely to be reached unless the war is fought in an entirely irrational 
way. 

If the above line of reasoning is correct, then in a nuclear war fought 
with some degree of reason, one side may very well win in this second 
comparative sense and the other side lose. The victor will be in a 
position to issue orders to the loser and the loser will have to obey 
them or face complete chaos or extinction. The victor will then go 
on to organize what remains of the world as best he can. Cert ainly, 
he will try to see to it that there is never again a possibility that the 
loser possesses nuclear weapons. 

These 2 meanings of the word “win” epitomize the 2 main lines of 
considerations which flow from the present state of atomic technology. 
The first meaning brings out the horror and destruction which both 
sides in the contest, and mankind as a whole, would face in an all-out 
nuclear war—horror and destruction having as its upper limit the 
destruction of all life on this planet and as its lower limit such great 
losses even for the victor as to make any meaningful comparison ‘with 
his prewar status impossible. It is this meaning of the word which 
brings out the reasons why it is of the utmost importance that nuclear 
war should not occur. We could not possibly win in this first sense. 
And we hope the enemy also realizes that he could not win in this sense 
either. The second meaning of the word “win,” the comparison be- 
tween the postwar position of the victor and of the defeated, brings 
out why it is also of the utmost importance that the West maintain a 
sufficient margin of superior capability so that if general war were to 
occur we could win in the second sense. The greater that margin 
(and the more clearly the Communists understand that we have a 
margin), the less likely it is that nuclear war will ever occur. The 
greater that margin, the greater are our chances of seeing to it that 
nuclear war, if it does come, is fought rationally and that the resulting 
destruction is kept to the lowest levels feasible. 

Now is it possible for the West to maintain a position of sufficient 
superiority so that it could win in the second sense if the necessity 
arose? The answer would seem to be in the affirmative provided we 
take the necessary measures. This would be so even if we assume 
that technology, both in nuclear processes and in delivery systems, will 
tend in the long run toward equality between East and West. 


EQUATION OF POWER 


As the number of weapons possessed by the Soviet Union increases, 
the importance of mere superiority in numbers diminishes, As the 
significance of superiority in numbers diminishes, the importance 
of superiority in delivery systems increases. As the Soviets ap- 





FOREIGN POLICY AND MUTUAL SECURITY 213 


proach closer to equality in delivery systems, the significance of su- 
periority in this factor also decreases. But if one assumes the ex- 
istence of roughly equivalent capabilities in delivery systems, the 
significance of the geographic factor increases. 


VULNERABILITY OF UNITED STATES AND U. S. S. R. TO ATTACK 


The United States is vulnerable to direct attack only from bases 
on the Eurasian land mass and from submarines. The U.S. 5S. R. is 
vulnerable to attack not only from North American bases but also 
from bases closer in on the periphery of the Eurasian land mass itself 
and from seas controlled by the nav ies of the West. 

If one looks at a map of the U.S. S. R., particularly where their 
population is centered, it is a narrow triangle, but it is not the full 
Russia that one sees on the map. [Indicating on map of Russia.] 
It is that triangle in the center which is the heart of Russia. This is 
very vulnerable to bases on the periphery of Eurasia. 


GEOGRAPHIC ADVANTAGE OF UNITED STATES 


Given anything approaching equality in numbers and quality of 
planes, missiles, and the other elements of modern delivery systems, 
the geographic factor should give the West the possibility of a con- 
tinuing and decisive margin of superiority. The very important 
emphasis which the Soviets are placing both in their diplomacy and in 
their propaganda in trying to weaken our alliances and get us out 
of the bases on the periphery of Eurasia indicates that “they also 


recognize its importance. 
MAINTAINING THE WEST’S GEOGRAPHIC ADVANTAGE 


On this line of reasoning, the controlling question is whether the 
West’s geographic advantage can in fact be preserved in peace and 
asserted in the event of war. Can the West maintain, first in the 
face of smiling Russian tactics and then of renewed Soviet pressure 
and threats, sufficient cohesion in its alliances to make the geographic 
factor really count? The land bases ringing the U.S. S. R., close 
in, are subject to the sovereign control not of the United States but 
of the countries on whose territory they are located. A military 
policy which contributes to neutralism in those countries may rob the 
West of that geographic advantage which is potentially its greatest 
strength. 

WAGING A NUCLEAR WAR 


The full significance of the geographic factor becomes evident only 
if one also bears in mind two other sets of considerations. One of 
these concerns the probable target systems in the initial period of 
a nuclear war. The other concerns the element of surprise. 


INITIAL TARGET—THE ENEMY’S DEFENSE 


A strong case can be made that no rational body of men would 
initiate a general atomic war unless they believed that the power of 
their initial atomic attack and its immediate effects on the enemy would 
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be so great as to assure that the subsequent phases of the war would 
be substantially one-sided. In order to achieve such a one-sided result, 
the attacking side (either Russia in an initial attack, or the West in 
response to an aggression by Russia or China which could be met only 
by general war) would logic ally concentrate the full power of its initi: al 
atomic attack on the military—primarily the retaliatory—capabilities 
of the oO ther sicle. The attac ke r’s 0 biect wouk ] be to de stroy in the 
initial blow a large proportion of the base structure from which the 
defender must launch his retaliatory action (including planes or mis- 
siles on the bases and the submarines and carriers which might support 
the main retaliatory action). The attacker would attempt to destroy 
a suffi cle ntly |: arge proport ion of this base structure to reduce the power 
of the defender’s retaliatory action to a level which the attacker’s own 
defense system could conti un. If he should succeed in this attempt, 
he will hi ave assured that the remaining phases of the war will be sub- 
stantially one-sided. Once he has gained effective control of the inter- 
contin ents al airspace, then his adversary’s entire country, including 
cities, industries, means of communication, and remaining military 
capabilities, will lie open to his will. He will presumably have much 
in mind the postwar problem of building a wor ld which he can control 
and manage. He will want destruction of that world to be held within 
reasonable limits. He will wish his own country to be spared as far 
as possible. He will also want to destroy only as much of the enemy 
territory as is necessary for him to impose his will and get on with 
the job of making of the world what he wants and can make of it. 


DANGERS OF LOSING CONTROL OF THE AIR 


The side which has lost effective control of the intercontinental air- 
spaces will face a truly agonizing decision. It may still have the capa- 
bility of destroying a few of the enemy’s cities. But the damage it 
could inflict would be indecisive and out of all proportion to the anni- 
hilation which its own cities could expect to receive in return. 


DISPERSAL OF AIR BASES 


Whether one side or the other could hope to achieve substantial 
control of the air during the initial phase of the war depends further 
on a number of factors additional to those already mentioned. One 
of these is base dispersal—the number and ge ographic distribution of 
air, missile, and supporting bases. Another is air-defense capability. 

If the bases from which a western strike can be mounted are 30 in 
number, the enemy will have a far easier task in establishing air 
control than if those bases are 300 or 3,000 in number and if they are 
geographically well dispersed and varied in character. 


AIR DEFENSE 


Of equal importance is the factor of air defense. If the western 
early warning, radar, intercepter, and defensive missile system, is such 
that it can contain a coordinated Soviet surprise attack of 1 000 planes, 
that is quite a different thing than if it can contain a coordinated 
attack of only 100 planes. The point is that technology of defense 
has also been making strides in recent years. From the technological 
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standpoint, it is quite possible to conceive air-defense systems which 
vill havea very high prob: ability of destroying all, or nearly all, planes 
of a small-scale attack. The problem is to design one that could stop 
a very high percentage of a large coordinated attack. This problem 
nay not be insoluble, at least against manned bombers. 


ELEMENT OF SURPRISE ATTACK 


This brings us to a discussion of the element of surprise and the 
advantage accruing to the side which strikes the first blow. If side 
A’s base structure consists of a small number of bases and if side B’s 
air defense system is able to contain a fairly substantial enemy re- 
taliatory attack, then the advantage to side B of striking the first blow 
may be very great indeed. For the West to permit such a situation to 
de velop in favor of the U. S. S. R. would be to encourage a dangerous 

instability in the air-atomic situation. 

Sheer geographical extent is one of the elements necessary both for 
adequate base dispersal and for a comprehensive air defense system. 
This would seem to reenforce the point made earlier that the West 
has every prospect of being able to maintain a superior position in 
the nuclear attack-defense equations, but only if its available geo- 
vraphic advantages can be maintained as a vital element. 


SUGGESTIONS FOR MAINTAINING ATTACK-DEFENSE SUPERIORITY OVER 
U. S. S. R. 


What do these considerations suggest for United States policy? To 


me they suggest the following: 

1. It is important that the West maintain indefinitely a position of 
nuclear attack-defense superiority versus the Soviet Union and its 
satellites. 

2, It is within the reasonable limits of what is physically possible, 
for the West to maintain such a position indefinitely. 

To do so, the West will need to maintain at least equality, and 
if possible superiority, in atomic and weapons technology. It will 
need to maintain at least equality, and if possible superiority, in the 
manifold elements of effective atomic offensive and defensive weapons 
svstems. 

4. In order to maintain a sufficient margin of superiority, so that 
even a surprise attack would give the enemy no prospect of achieving 
a one-sided result, the West must realize its geographical potential. 
Three corollaries flow from this proposition. We should develop an 
air defense system which makes full use of the West’s geographic 
advantages. We should develop that widely dispersed base system 
which the West’s geographic situation makes possible. But, above all, 
we must maintain in full working order the system of alliances and 
those working relations with our allies without which the West will 
have no geographic advantage at all. 

5. In order to maintain the western system of alliances we must, 
among many other things, develop a policy with respect to the condi- 
tions under which we would use atomic weapons in war—which is 
consistent both with our own interests and those of our allies. 
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POLICY FOR USE OF ATOMIC WEAPONS 


What might be the important elements of such a use policy, con- 
sistent with ‘both our own interests and those of our allies? Its start- 
ing point would be our common interest in collective security. An 
attack on one ally must be considered an attack on all. We must not 
permit any ally who actively resists aggression to be overrun. We 
must have developed and be willing to use the strength necessary to 
restore the situation in the event of aggression. The elements of a 
common policy governing our use of atomic weapons might be the 
following: 

1. We should endeavor to meet aggression and restore the situation 
without the use of atomic weapons wherever this is possible. 

2. We should extend hostilities to other areas only if there is no 
other w ay effectively to restore the situation. 

3. Even if it becomes necessary to engage the U. S. S. R. in atomic 

warfare, we should limit ourselves to military objectives, primarily 
to those which are necessary to achieve control of the air. We should 
not initiate the bombing of industrial or population centers. 

4. We should attempt to build nonatomic elements of strength and 
to encourage our allies to do likewise so that the residual reliance which 
must be placed upon atomic weapons for our common security is re- 
duced as far as may be feasible. 


PREPARATION FOR NUCLEAR AND LOCAL WARS 


The question remains as to the relative attention which should be 
given to preparation for a general nuclear war with the U.S. S. R. 
and how much should be given to preparations to handle local wars 
and lesser threats to the peace. Today the main focus of our military 
policy is on the preparation for a general nuclear war. 

My point is that I think we have been giving a wholly inadequate 
attention to the planning, development, creation, training, and dis- 
position of the type of force which is necessary to support a foreign 
policy which seeks to avoid a general war by keeping reasonable contr rol 
over local threats to the peace. 


PRIORITIES FOR OUR STRATEGIC AIR ARM AND DEFENSE 


A short time ago I heard an Air Force officer, in a speech cleared 
by the Air Staff, discuss the question of the priority which must be 
given to the development of strategic air-atomic capabilities, both 
offensive and defensive, as opposed to capabilities for limited or local 
war. His argument ran about as follows: We can be destroyed by 
Russian nuclear capabilities. It is therefore of the utmost importance 
to be able to deter this threat through a capability so great that it 
cannot be significantly degraded even by a surprise attack. Not only 
is this objective So important that we must give it first priority but 
it is so important that, within budget limitations, we can take no chance 
about having a fully adequate capability. He recognized that we 

might run the danger of piecemeal defeat if we had an inadequate 
capability of supporting our foreign policy in local or limited war 
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and that the type of priority for strategic air he was advocating might, 
with limited budgets and resources, lead to that result. But, he : argued, 
in an atomic war we would be destroyed immediately while piecemeal 
defeat would take some time. Therefore, he argued, we should con- 
tinue to give our strategic air arm and our strategic defense a con- 
tinuing overriding priority over everything else, no matter what the 
other consequences. 


DANGERS OF A PRIORITY SYSTEM 


Now let us take a sober look at this doctrine. First, from the stand- 
point of national policy, it is manifestly and clearly inadequate and 
disastrous. A military policy which assumes defeat, whether in the 
short run or in the long run, is unacceptable as a foundation for 
national policy. 

Secondly, I would have thought that both experience and logic 
demonstrate the inadequacy of a simple priority system as opposed 
to an allocation system. The last unit of the highest priority is gen- 
erally less valuable than the first unit of the next priority. Sooner 
or later one has to go to an allocation system and try to even up the 
incremental value to the defense effort of the major items which are 
produced. 

Thirdly, I should think that as we actually get some of the new 
weapons which we are developing into production and then into de- 
ployment the risk of a surprise attack degrading our retaliatory capa- 
bility will diminish. I have a hard time ; seeing y how a surprise attack 
could do much to degrade the retaliatory capability of dispersed land 
or submarine based missiles of adequate range. And I can’t see that a 
capability of dropping 20,000 megatons of explosives on the U.S. S. R. 
has much more deterrent effect than a capability of dropping 
10,000. It was the Russians who either deterred or bluffed the British 
and French at Suez. In Hungary we didn’t seem to be able to deter 
anyone. 

Fourthly, I question one of the basic assumptions of our military 
policy. That assumption is that the U. S. S. R. has such an over- 
whelming superiority in trained manpower over the West that we 
must of necessity rely primarily on our technological superiority and 
upon weapons of greater and greater power. I certainly hope we can 
maintain technological superiority over Russia. The recent testi- 
many before the Symington committee was not very encouraging on 
the score of whether we were actually going to translate this into 
better and more weapons ready and in place and whether we were 
going to keep even our technological superiority forever. But the 
complementary point is that the West need have no inferior ity to the 
Russians in manpower. How much are the vaunted Hungarian divi- 
sions worth to them now? Can the Russians rely on the Polish and 
East German divisions? How many Russian divisions do they need 
to be sure of Czechoslovakia and Romania? Can they really count 
on China on any issue except one in the Far East from which China 
herself can gain? Russia has a population of 200 million. Not all 
of that popul: ition is loyal and much of it is very inefficient. The 
myth that Russia must have manpower superiority to 450 million peo- 
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ple in the West is a myth by which we may frighten ourselves into 
sole reliance on weapons we can’t always politically use and thus int: 
a bankruptcy of policy. 


ADEQUATE PLANNING 


To summarize this sec ‘tion : I question whether we have our eye on 
the right kind of local war; I question whether we have our eye 0 
doing the right kind of thing about the types of local war which really 
will thre aten us; I question whether we have or are planning the type 
of military capability which we would need if we did have our e) 
on these things; and, lastly, I believe we need an entirely different allo- 

cation of attention. effort, and resources to this area and that the time 
to begin is now—not 2 vears from now. 


lo 
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IMPORTANCE OF ALLIES AND UNCOMMITTED COUNTRIES TO SECURITY 
UNITED STATES 


My last point is that whether we are trying to be in the best positioi 
to deter general nuclear war and to win it if it is forced upon us, or 
whether we are trying to avoid a general war by keeping reasonable 
control over local threats to the peace, allies and friends are of the 
createst importance tous. The relative strength of the U.S. S. R. and 
of the U nited States are so nearly balanced that what h: appens to the 
intervening states and the positions which they take can be crucial 
in affecting that balance. The defection of Hungary was so important 
to Russia that she has committed the full power of Russian armies in 
an attempt to suppress that defection by force and brutality, in spite 
of the horrified public reaction of almost the éntire civilized world to 
the means she has used. The defection of the European countries, of 
the African-Asian bloc, or of other uncommitted peoples to the Soviet 
side would be an equally shattering blow to us. The methods by which 
it would be appropriate for us to forestall or prevent such a defection 
are obviously different than those that are used by the Communists 
but the problem is equally great. The essence of our foreign policy 
must be to so handle our relations with our allies and with the un- 
committed peoples as to merit their continumg respect and good will. 
We cannot go the course alone. 

Chairman Ricwarps. Thank you, sir. That was a very strong 
statement. 

WILLINGNESS OF ALLIES TO FIGHT 


You are talking about this balance of nuclear power. What do you 
think would happen if Russia would tell our so-called allies that if 
they do not remain neutral they will be subjec t to that kind of warfare ? 

Mr. Nirze. I think it depends on the circumstances under which the 
threat of a general war arises. If it really were a serious offense to 
the feelings of mankind, if it were an invasion of Germany, let us say, 
or of Austria—even this Hungarian thing was close to the line: it 
seems to me it was close enough that one really felt one ’s honor was 
involved and a failure to do something about it was a serious thing. If 
it were even more overt than that, such as an invasion over the Germ: an 
boundary, I think our allies would be as willing to fight as I think 
we would. ° 
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Chairman Ricuarps. Even in the face of a threat from Russia ? 
Mr. Nirzre. Yes. even in the face of a threat from Russia because 
their problem would be the same as ours. 


DEFENSE AGAINST RUSSIAN ATTACK ON EUROPE 


Chairman Ricuarps. What do you think might happen if the So- 
viets would move their land armies fast and overrun Europe in the 
belief we would not dare wage atomic warfare against our so-called 
allies with the destruction that it would bring ¢ 

Mr. Nrrzr. I would like to see Europe and ourselves in a position 
whereby one could defend against a nonnuclear attack by the Russians 
without the necessity of having to engage in a strategic nuclear at- 
tack, Granted you cannot do everything within the limited resources 
that are available and until such time as this is possible we have to 
rely on SAC even though the destruction we would have to anticipate 
in a nuclear war would be immense. Similarly with the Europeans. 
But if the offense is sufficiently bad, then I think people will react and 
take the necessary action even In spite of very clearcut and horrible 
destructive results. Certainly the Hungarians must have known what 
the Russians could do to them and still they took it on. 

People will fight even in spite of anticipation of very great de- 
struction if the offense is sufficiently great. 


A STRONG NATO FORCE 


Chairman Ricuarps. From what you say I judge that you think it 
would naturally follow that the United States would continue its 
efforts to build a strong NATO defense force. 

Mr. Nirzr. I think we should. 


AID TO YUGOSLAVIA 


Chairman Ricnarps. There is one other thing I want to ask you. 
Do you not think recent events show the wisdom of our policy of giv- 
ing aid to Tito? 

Mr. Nirze. Yes, I do, I think the major thing that has happened to 
the Russians is this unreliable situation in which their Eastern satel- 
lites now are. I do not think that unreliability of their Eastern 
satellites would have come about except for the fact that we did give a 
certain amount of aid to Tito. 

Chairman Ricuarps. Mr. Chiperfield. 

Mr, Cuirerrtetp. Thank you, Mr. Chairman. 

I want to thank you for a very fine statement. I think you have 
given a great deal of thought to it and it has been very helpful to 
this committee to have you appear. 


MAINTAINING A MARGIN TO WIN 


You spoke about the necessary margin to win, the necessity of main- 
taining that margin. We havea mutual secur ity bill each year before 
us. For ex ample, it may contain $500 million for advanced weapons. 
Is it a question of amount of money? Is that the thing that is in- 
volved to maintain this margin or do we have the capability of pro- 
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duction and knowledge to maintain that margin? What do you 
think the situation is? Is it just amounts of money we appropriate or 
authorize here? Are we capable of using those amounts? Do you 
get my point? 

Mr. Nirze. I get your point. I think that obviously resources in the 
form of weapons are not the only thing, but I think they are an im- 
portant component and they do cost money. I think the amounts of 
money which have been considered for mutual assistance can be trans- 
lated into weapons and can be used. I don’t think there is a real prob- 
lem as to whether you can produce the weapons or whether they can 
be used. 

Mr. Currerrrecp. That was one of the things I wanted to know. 


INVESTMENT IN DEFENSE—UNITED STATES AND JU. S. S. R. 


Mr. Nrrzze. When one considers that the Russians are probably de- 
voting close to 50 percent, if not more, of their gross national product 
to defense and to c apital investment, expanding their economic base, 
a large portion of which is helpful to their long-range military pre- 
paredness, and that only something less than 50 percent of their gross 
national product is going to consumer consumption, then it seems to 
me that we, with our much richer economy, could contemplate some- 
thing more than the 10 percent of our gross national product which 
is going for defense and security expenditures, and I think some 15 
percent is going into capital formation. We are putting in 25 percent 
of our gross national product to defense and capital additions and 75 
percent into consumption, while the Russians are doing 50-50. 

Mr. Cuiperrretp. Thank you very much, Mr. Chairman. 

Chairman Ricuarps. Mr. Carnahan? 


ATOMIC SUPERIORITY AS DETERRENT TO U. S. 8. R. ATTACK 


Mr. Carnanan. Did I understand you to say that maintaining a 
margin of atomic balance might not serve as a deterrent to the 
U.S.S. R. in initiating the use of atomic weapons? 

Mr. Nirze. No. What I tried to say was that if we did have a mar- 
gin of superiority sufficient so that they could not, even if they struck 
first and with surprise, gain a very substantial advantage, then it 
seemed to me unlikely that they would initiate a general nuclear 1 yar 
and therefore it was important for us to maintain that margin. 

Mr. Carnanan. A stalemate might not result, then, in a deterrent 
for Russians in initiating its use ? 

Mr. Nirze. Yes; I think if both we and the Russians maintain a 
sufficient capability so that neither could gain by initial attack, then a 
deterrent to general war would arise, but not necessarily to local war, 
and piec emeal losses in local war could upset the balance. 


CONDITIONS FOR USE OF ATOMIC WEAPONS 


Mr. Carnanan. You mentioned in maintaining the balance that we 
should determine conditions favorable for the use of atomic weapons. 
What did you have in mind there ? 

Mr. Nrrze. What I had in mind there was that even if we have to 
fight a nuclear war with the U. S. S. R. it would seem to me both 








FOREIGN POLICY AND MUTUAL SECURITY 221 


militarily unwise and certainly policywise unwise to indiscriminately 
attack the centers of population and industry unless our centers of 
population and industry were hit first. 

Mr. Carnanan. You mean, then, we should determine ahead of 
possible use the conditions under which we would resort to the use 


of 





Mr. Nirze. Of large-scale weapons against centers of industry and 
population. 


INITIAL USE OF ATOMIC WEAPONS BY UNITED STATES 


Mr. Carnanan. Do you think the situation may develop to where 
we will have to resort to the initial use of atomic weapons? 

Mr. Nirzr. It seems to me that our announced policy today is one of 
backing up our foreign policy with exactly this proposition. The 
essence of our alliance structure is that we will defend in the event of 
overt aggression, and the primary military capability we are develop- 
ing is a nuclear capability. So if there were an invasion of Europe 
or Turkey or what have you, our present expressed policy is that we 
would initiate atomic warfare. 


NONATOMIC DEFENSE 


Mr. Carnanuan. Do you believe it is possible to resolve the conflict 
without the use of atomic weapons? 

Mr. Nirzr. I think it is possible to build capabilities so we would 
not have to rely as heavily as we do today upon our willingness to go to 
nuclear war in order to support our foreign policy. 

Mr. Carnanan. That is all, Mr. Chairman, thank you. 

Mr. Vorys. I was wondering if it would be helpful to the com- 
mittee to have General Quesada’s statement and interrogate these gen- 
tleman at the same time, since our time is limited and they both are 
dealing with the same subject. 

Chairman Ricwarps. [donot think so. We have just two witnesses 
this morning. I think we can hear them separately. We might want 
to have this gentleman back, but I believe we should go on this way. 


USE OF CONVENTIONAL WEAPONS 


Mr. Vorys. Your suggestions add up, I believe, to doing what we 
are doing now, only more so. That is, certainly not to ease up on the 
nuclear deterrent and on dispersal programs, all of which are expen- 
sive, but also plan to have conventional weapons. You speak of the 
myth of mass forces. We have not had anybody before us for 10 years 
who has said that by using conventional weapons there was any chance 
of keeping the Russians from overrunning Europe any time they 
wanted to. 

You seem to imply that we should have the means to win conven- 
tionally. That adds up to putting more and more of our resources 
into weapons and I think that we are going to hit a political ceiling 
on that before we hit any other kind of ceiling. 

I wonder if you had thought at all about going at it the other way. 
Suppose we h: id made available just a small fraction of our pr — 


conventional and atomic military budget for Hungarians to fight « 
84313—56 
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little more successfully, knowing in advance we were going to stay out 
but that we were going to fur nish we: pons ¢ 


PRIORITIES AND BUDGET LIMITATIONS 


Your suggestion adds up to me as more and more of the same. By 
allocation everything i is high priority and you spend a lot more. Is 
anybody thinking about this other approac h that would from now on, 
knowing what the possibilities are in Hungary, make it a little easier 
and more successful for Hungary and Poland and East G rermany 
and the people in China that do not like communism to soften up and 
maybe throw out their oppressors! 

My, Nitze. On your first point, I am quite conscious of the limita- 
tions of E buggnts and that you have to fit programs into resources that 
politically can and should be made available. On the point as to 
the degree to ninis h one should decrease one’s reliance on strategic air, 
there I said it seemed to me you should do as much as you could in 
reducing your depend¢ nee on nuc ‘lear war to support your foreign 
policy. Lam conscious of the fact you cannot do everything in a day 
and that a are budgetary limitations, but certain things have 
ha PI yened in the last few years. One of them is that the Russians 
have developed hydroge n we apons, that they have these Bisons, Bears, 
and ion of that kind and that they are developing missiles. So 
the degree to which it is prudent just to rely on our strategie air 
eapal vilities is certainly less than it was before. 


SATELLITE UNREST 


‘nd another thing that has happened is that the unrest in the 

tern satellites has turned out to be whi at one hoped but did not 
really ve much confidence would, in fact, turn out to be so. So 
that ay I think it is possible to look at the manpower problem as 
between Russia and the West in an entirely different way and with 
greater confidence than one could have 5 years ago. 

The last point—as to whether or not it would be possible to do some- 
thing other than what we have done with respect to assisting the 
Hungarians, the Poles, and other peoples similarly situated in throw- 
ing oif the tyranny under which they presently suffer—there I think 
a great deal of thought has been given to this problem by everybody in 
not only this administration but in the preceding administration. 


HUNGARY IN RETROSPECT 


It is not an easy matter to figure out what, even with hindsight, 
could have been done in Hungary which would have been cleariy better 
than what was done by the United States Government. One could 
imagine, for instance, that had we had the capability of dropping, 
say, 2 hundred thousand bazookas to the Hungarians during the 
period when the new Hungarian Government was in control and rep- 
resented the mass of the people, that then maybe they could have used 
those and we could have gotten them in while the Hungarian Gov- 
ernment wanted them, and 1 maybe they could have with those weapons 


resisted the Russian tanks. 
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ACTIVE SUPPORT TO HUNGARY AT RISK OF WAR 


If, however, we had done more than that, or if we had missed that 
2-day period and had to drop these in by night against the Russian 
Air Force, and so on, it is awfully hard to see how one could have 
done that without grave risk of the Russians considering that a cause 
for general war with the United States. 

Perhaps we should have taken that risk. Maybe the Russians would 
have backed down, if we had really been determined. But I don’t 
think you can go into that kind of operation unless you are really 
sincerely prepared to go to all-out war with the U.S. S. R. if the 
risk turns out to be real, if you are called on the risk you have taken. 

I do not believe that this administration was prepared to take any 
such risk. Frankly, I think the last administration was a much more 
courageous administration than this one. 

Mr. Vorys. No one that I know of has developed any very effective 
ways of helping people to practice what we oe ach in the Declara- 
tion of Independence; of helping Chinese, Koreans, Poles, Hungari- 
ans to use effective means to get rid of oppressive governments 


THE WILL AND TITE POWER NEEDED TO Wid 


Mr. Nrrzr. Is there any weakness of will on the part of the Hxun- 
garians? It seems to me here you have an entire nation unified in if 
approach. They know what they want. They want to get rid of the 
Russians. The question i is how do you do it, by what military means? 


Mr. ht ys. | did not say nee essarily milite ary means. 


Mr. Nrrze. Their problem i 1S 1,000 tanks. 
Mr. Vorys. I am talking about some way or other devoting a 
fraction of the economic power and the moral power and the think 


power in the United States to supporting principles of the aun 
Revolution and the Declaration of Independence. That is what I 
mean. I think that if a fraction of the think power had been devoted 
to that in the past decade we would be better off. It is pretty hard 
to have a slide rule or yardstick to measure national will and deter- 
mination such as we found existed in East Germany and Poland and 
Hungary, but is anybody working on that? 

Mr. Nirze. Yes, sir; I think a areat deal of work is going into this 
problem but does it not always come back to the question of what are 
they going to do about the Russian tanks ? 

Mr. Vorys. Well, you answer it by merely giving another argu- 
ment for General LeMay’s idea that we have the big smack ready 
and that is all we need. 

Mr. Nitzer. No; I do not say it quite that way. I say we have got 
to be ready for the big smack so that underneath that shield, then, 
we can take more courageous action. If we haven’t got the shield 
we cannot take these other actions. 


DETERRENTS TO USE OF H-BOMBS 


Mr. Vorys. One other question. In World War II neither side 
used gas or biological warfare, although they were well perfected, 
because it did not pay, and they were afraid of retaliation. 
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You seem to think, maybe we are all operating on that basis, that 
although we have the capacity, H-bombs will probably never be used 
because it is too hard on the human race, just as gas and biological 
warfare would be. 

If that is true, would it not then be possible to set a fairly low limit 
on the H-bombs and let the other fellow know we have got it and go 
on about something else? Can we count on the same deterrents for 
the future that have existed for gas warfare and biological warfare 
as applied to thermonuclear weapons? 

Mr. Nirzr. I think General Quesada could comment on this better 
than I. My impression is that gas warfare would not have been 
decisive in the last war, neither for us nor for the enemy, and that the 
reason it was not used was really more that factor than any considera- 
tion of humanity or past agreement. 

Mr. Vorys. Or retaliation ? 

Mr. Nirze. Well, at the end of the war the Germans did have a 
superior gas to anything we had, but at that time when they had lost 
control of the air, if they used gas they were vulnerable to much worse 
counteruse thereof against their own population than anything they 
could do to our side, so that at that stage of the game there was no 
military sense in their using it. 

Mr. Vorys. Thank you very much. 

Mr. Nirzr. I do not believe I have answered the rest of your ques- 
tions, though. 

Chairman Ricuarps. Mr. Burleson. 

Mr. Burueson. Mr. Nitze, I shall read your statement later. It is 
difficult for me to pick up the points as you read it. I can do better 
after I read it myself. 


RUSSIAN MANPOWER 


Following the previous line of questioning, some place in your state- 
ment I seem to get the point that you think we should not hold this 
concern, which has been a major consideration in the past in formu- 
lating military policy, to give the greatest impetus to the fact that the 
Russian manpower would be so overwhelming that we would be un- 
able to meet it ourselves or with our allies. Is that correct ? 

Mr. Nirze. Yes. This is one of the points I was making, that it 
seems to me here the situation has changed somewhat during the last 
5 years and we ought to give consideration to what we can do about 
this. It is a set of facts, I think, different from the ones we contem- 
plated 5 years ago. 

EMPHASIS ON ATOMIC POWER 


Mr. Burueson. Then you think we have been wrong in emphasizing 
atomic power because of a fear of the overwhelming manpower which 
the Soviets would be able to muster ? 

Mr. Nirze. No; I donot think we have been wrong in emphasizing it. 
I think we would be wrong if we concentrated exclusively on atomic 
power. What I was arguing against in the atomic side of the thing 
was that if we put sole reliance upon our SAC and nuclear -apabilities, 
then it seems to me we would lose opportunities uncovered by new facts 
that we ought seriously to think about. 
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DUAL PREPAREDNESS PROGRAM 


Mr. Burieson. The Pentagon evidently faced this dilemma 5 or 6 
years ago as to whether or not we must carry on a dual preparedness 
program in the production of conventional weapons and nuclear 
weapons. They attempted to do both, to a certain degree and within 
the limits of the budget, and so forth, as you mentioned. Obv iously 
there was no other realistic choice. 


NO UNITED STATES TROOPS IN LITTLE WARS 


Now, it seems to me we have proved the policy that we are not going 
to send American troops into little wars. Rather, the conventional 
weapons which we have and which we will have in the future will go 
through the U. N. or to independent governments, excluding the 
eastern European governments, because I think we are talking through 
our hats and whistling in the dark when we talk about delivering 
weapons to Hungary or any other satellite nation. It would mean war. 

Therefore, with the emphasis that we have on nuclear power, which 
is the protection of the United States, the conventional weapons are 
only for those governments which are independent and about to be 
overrun; to furnish them conventional weapons through the U. N. 
or directly for their own defense. Is that not about what we proved 
in Indochina? Has it been proved by our action or inaction in Hun- 
gary and eastern Germany ? 


USE OF UNITED STATES TROOPS THROUGH UNITED NATIONS 


Mr. Nrrze. I do not think we have. I do not think we should. It 
would seem to me—let me make another point first. I think there 
are strong arguments in favor of committing our forces under a U. N. 
resolution when we do commit them, as in Korea. It is much better, 
obviously, if we are going to intervene in some local situation with 
United States forces to have those forces made available under a U. N. 
resolution because then you have a better political climate within 
which to use them. But I am not sure that we should exclude all 
other possibilities—take the situation of Formosa, for instance. We 
have a commitment to go to the support of Formosa if it were to be 
attacked by the Chinese Communists. It would seem to me that we 
are honor bound to fulfill that. I do not think we have proved we 
would not fulfill that commitment unless a two-thirds majority in 
the United Nations approved. 


CONTROL OF LITTLE WARS 


Mr. Burireson. Formosa is a radically different situation than is 
Hungary. As I understood him Mr. Vorys spoke about these situa- 
tions as having the same status as far as delivering assistance. In 
Formosa we have possession of Formosa. We have ingress and egress, 
no question about that. It is radically different in the satellite na- 
tions. I think that if our polic: ymakers have not determined that we 
are not going independently into little wars the American people 
have. I thought the trial balloon that went up as to what we were 
going to do in Indochina was indicative of what cannot be done. 
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There were statements, as I recall, of a threatening nature that we 
would send American troops into Indochina and that balloon had 
a great burst before it got very far off the ground. 

‘It seems to me it was determined then that we are not going to 
commit American troops with conventional weapons in the brush- 
fire Wars. 

Mr. Nirzr. I hope this is not so, because it seems to me that the only 
way, not the only way, but it seems to me that the best way in which 
one can reduce the prospect of the situation getting out of hand and 
resulting in a general nuclear war is a willingness on our part under 
the best possible a aegis, a U. N. resolution if possible, to 
manage and control lesser threats to the peace. Otherwise one can 
foresee a probable degeneration of the situation to a point where the 
prospect of general war becomes very great. 

Mr. Burreson. Of course, we can become very indignant—as we 
were in Indochina—as to the treatment of Hungary; but after a period 
of time we begin to sober up. We then would find the sentiment very 
definitely opposed to any military intervention. 

Mr. Nrrze. In Indochina there were a number of other reasons as 
to why the United States should not commit its forces in the Indo- 
china situation. I do not think one can argue that because the de- 
cision was made in Indochina not te commit United States forces, that 
this would necessarily apply to all other situ: tions. 

Here y you did have the French in a colonial pos ition defen ling 
against a population which was, at least in northern Indochina, pretty 
well unified against them. Here if vou had intervened with U nited 
States forces you would have been fighting against a majority of the 
population in what was at least in part a colonial war, and a decision 
not to commit United States forces there does uot seem to me to 
mean that you have set a precedent which would cover every other 
situation. 

Mr. Burtreson. That is true, but every situation will have its pe- 
culiarities, of course. There is no question about it. Nevertheless, 
there was considerable official feeling that intervention should be made 
but it was not. 


SUMMARY OF RECOMMENDED UNITED STATES DEFENSE POLICY 


Summing up generally, what you are saying is that we should con- 
tinue to maintain our alliances; that we should continue to maintain 
the capabilities of bases on the periphery of the Soviet Union; that we 
should continue here at home to carry on a dual preparedness program, 
“dual” meaning, of course, conventional and nuclear. I am sure there 
are other points, but those seem to be the essential elements of your 
statement. 


LESS EMPHASIS ON NUCLEAR DEFENSE 


Mr. Nirzz. May I respond to that question and also Mr. Vorys’ ques- 
tion. I am not suggesting anything very radical. I am suggesting 
emphasis and I think an important c hange i in the direction of emphasis. 
1 think in the last 3 or 4 years there has been a disposition to put more 

and more reliance upon our nuclear defense and less and less upon the 
other elements of our defense posture, and what I am arguing for is not 
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abandonment of our support for our strategic air defenses—I think 
they are absolutely necessary—but a switch in emphasis, that we put 
more emphasis upon other components of our military policy in sup- 
port of our foreign policy and that we try to avoid a general war by be- 
ing willing to do what is necessar y to manage intelligently these lesser 
threats to the peace. If we can do this, then I think we will maintain a 
geographic avant and a political advantage in the world which 
will deter the Russians from initiating the general war which we want 
to avoid. 

Mr. Burteson. I assume that an essential consideration in all these 
points would be how far we get under the disarmament program ? 

Mr. Nrrze. Yes. 

Mr. Burtrson. Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Smith? 


CONDITIONS FOR UNTED STATES ENTRY INTO WAR 


Mr. Smiru. Have we reached the point, Mr. Nitze, where the issue 
seems to be are we ready to go to war to preserve what we have or not ? 
pe ive we reached that point, do you think? The criticism coming out 
»f Hungary today is criticism against the United States for not being 
viitiaos to go to war for what they are figh iting for. 

Mr. Nrrzr. It seems to me that underlying our foreign policy is a 
willingness to go to war if the threat to our national honor and our 
national security is sufficiently grave. I donot think anything we have 
ever said has really committed us to go to war in a case like the Hun- 
earian case. Even some of the statements about the bold new foreign 
policy in 1952, liberation, and so forth, these were subsequently hedged 
to make it clear we did not propose to follow that policy to the extent 
of being willing to go to war in support of Hungary. 

Mr. Smirn. That seems to be the criticism we are getting today in 
both Poland and Hungary. My reaction to your statement was pretty 
much as Mr. Burleson and Mr. Vorys said, that what we should be do 
ing is more and more of the same, perhaps, and you may be absolu tely 
right. 


WITHDRAWAL OF UNITED STATES FORCES IN EUROPE 


You would reject, then, the statement made by the Soviet representa- 
tive last week inviting the United States to get its forces out of Europe? 

Mr. Nrrzp. Yes. 

Mr. Samiru. If we are interested in peace, he said, “You get your 
people out of Europe and we will get our people out of Europe also.” 

Mr. Nrrze. Well, I think the Russi: ins use the word “peace” to mean 
a situation in which nobody can attack them and they can attack 
everybody else. That is peace in the Russian vocabulary. 

But I do not think one ought to exclude the possibility that. it 
would be worth working out a deal under which the Russians really 
got back into Russia and we might evacuate our troops from Ger- 
many, let us say. I am not sure that this would not be something to 
which we should give consideration. 

Mr. Surrn. Do - you not think that should be the constructive move 
we should be making? The reaction I had, all of us, I think, nothing 
doing to that kind of argument, but when you begin to analy ze ita 
bit you cannot reject it carte blane and say “Nuts to that,” because it 
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seems to me if we are going to begin to approach this problem con- 
structively we ought to be willing to sit down and discuss the pros 
and cons of it. 


MAINTAINING BASES ABROAD IN FACE OF NEUTRALIST ATTITUDE 


What concerns me, Mr. Nitze, in your statement is the fact that 
we are relying upon these bases abroad, and certainly we need them 
as part of our - defense posture, at least, it seems tome. But how long 
can we continue to maintain them in view of the neutralist attitude 
that is developing? Just think of the status of NATO today. It 
seems to me that it is pretty well washed out. 

Mr. Nirze. I do not think it is necessary for it to be in the low 
estate that it is now in, but this gets you into a long discussion of who 
did what with what and to whom. 

Mr. Smirn. But if we are going to rely on those bases, it seems to 
me there is urgent need to repair the damage that has been done or 
else face the possibility of gearing our defensive structure to the 
Western Hemisphere, perhaps Africa. 


LIMITING DEFENSE TO WESTERN HEMISPHERE 


Mr. Nirzr. I would have serious doubts as to whether it is possible 
to base a sound defensive structure on just the Western Hemisphere 
in the nuclear age. 

Mr. Smrru. Do you think it is a sound proposition as it is today? 
Do you think the British and French would get in there and fight 
today if something happened to them ? 

Mr. Nirzz. Yes. They might be more apt to than we, perhaps. 

Mr. Smrru. I wish I could share your views. 

Mr. Nirze. It depends on the nature of the thing that caused the 
threat of war to arise. 


COLLECTIVE SECURITY 


Mr. Smitrn. We talk about collective security, and I go along with 
that idea. We have a good basis for collective security when we are 
faced with a common enemy, but it seems to me we have reached the 
point in some of the Western European countries today when they do 
not consider we are facing the common enemy and, hence, the principle 
of collective security no longer applies. 

If we had common collective objectives, yes; but I do not think 
the Western Alliance has a common collective objective at this time. 

Mr. Nirze. I agree NATO has gotten into poor shape but I would 
have thought it would be an object of policy to restore a common 
approach to what seems to me to be a common threat. The gin to 
them is the U. 8. S. R. and communism just as it is to us. I think 
they recognize that. I think they have gotten thoroughly annoyed 
at some of the things we have done and we have gotten thoroughly 
annoyed at some of the things they have done. That is regr ettable. 
Today there is bitterness and disarr: Ly in the structure. 


I think the object of policy is to reduce that and I do not think 
it is impossible, 
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Mr. Smirn. Thank you. 
Chairman Ricwarps. Mr. Hays of Arkansas. 


U. 8S. S. R. DEFENSE AND CAPITAL INVESTMENT 


Mr. Hays of Arkansas. You mentioned the U. S. S. R. devoting 
50 percent, I believe, of their gross national product to military pur- 
poses and expansion of their capital structure. You did not break 
that down, did you, as you did in the case of the United States figure ? 
You say ours is about 25 percent, 10 percent military and 15 percent 
for the expansion of our capital structure. Did I understand you 
correctly ? 

Mr. Nirzr. Yes. 

Mr. Hays of Arkansas. It is not material, perhaps, but I won- 
dered what the breakdown would be on the Soviet figure. 

Mr. Nrrze. I am not sure I know the accurate figures now. I did 
know them in 1952 and in 1952 it is my recollection th: at it was 45 per- 
cent of their gross national product estimated to be going into defense 
and capital investment, of which 20 percent was defense and 25 per- 
cent into capital investment. 

I understand since that time this percentage has increased to 50 
percent, but I am not quite sure what the current breakdown is. 

Mr. Hays of Arkansas. Percentagewise it is just about double ours 
in both categories, then, roughly ? 

Mr. Nirze. Yes. 


INCREASING UNITED STATES DEFENSE EXPENDITURES 


Mr. Hays of Arkansas. You feel we could step ours up in both 
categor cos without damage ? 

Mr. Nirzr. I think we could. TI think the limitations thereon are 
politic ‘al rather than economic. I think the limitations on being able 
to do it are political rather than economic. 

Mr. Hays of Arkansas. Is what we do related to what the others 
do in a substantial way? In other words, are we still in that phase 
of the free world’s defense in which what we do is a stimulus and 
prov ao a leadership element ? 

Mr. Nirzr. Yes. I do not remember accurately what the compar- 
able percentages are for other countries. At one stage of the game 
I beheve the British and the French were devoting somewhat more 
than we do to defense expenditures as a percentage of gross national 
product. Iam not sure it is true today. 

Mr. Hays of Arkansas. There is an interdependence in the whole 
venture, is there not ? 


Mr. Nirze. Yes. 


RUSSIAN ADVANCES IN TECHNOLOGICAL FIELD 


Mr. Hays of Arkansas. You mentioned your feeling that we might 
not be keeping pace with the Russians in the technological field. You 
had reference, I assume, to the production of trained technicians and 
scientists primarily ? 

Mr. Nirzr. Yes; and certain of the developments which were testi- 
fied to in the Symington committee hearings, such as the very rapid 
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development by the Russians of very large and high-powered jet en- 
2) ies. 

Mr. Hays of Arkansas. I was just wondering about the possibility 
of our misconstruing the figures. 

Now, it is true, I suppose, I have never heard it controverted, that 
they are turning out somany more science graduates from their schools. 
I know Mr. Zarubin boasted to Mr. Merrow and myself in the U.N. 
last fal] that they are turning out 50,000 science graduates every year 
compared with a considerably lesser number from our universities. 

Ave'they well trained, looking at the qualitative side, are they get- 
ting as good scientists as we are? Do you have any way of knowing 
whether their educational procedures are as efficient as ours! 


MAJORITY OF RUSSIAN YOUTH IN SCIENTIFIC FIELD 


Mr. Nrirze. I ans the impr ssion that for most of the Russian 
youth, there is the problem that to go into political work or the mili- 
ts r busin ss or this sort of thing is not very good under the Com- 
munist system and that the only really honorable profession for them 
to go into is that of engineer. Therefore you have a selective selec- 
tion of the best younger people going into the universities and con- 
centrating on science and techn ology because in this way they are 
given some freedom from polit cal pressure and the unattractive 
qe alities of the Communist society. So you have the pressure to get 

» best people in this thing, which is not just the decision of the Gov- 

niment but the lack of success, really, of the Communist regime in 

mak ng life tolerable for ite cimans in other fields that impresses 
good young people into science. 

Mr. Hays of Arkansas. Most of them are getting into careers that 
are related to the military structure, directly or indirectly ? 

My. Nirzr. Some are in the field of basic research but this, in gen- 
eral, is the foundation upon which general weapons technological re- 
search is based. 

Mr. Hays of Arkansas. You feel we should be more alert on that 
score ¢ 

Mr. Nirze. I think this is a problem we have to look in the face. 

Mr. Hays of Arkansas. I do not know to what extent our Ameri- 
can universities are taking it into account, or if there is something un- 
done the Government should do, but the figures are frightening, 25,000 
engineering graduates and double that number in the U.S. S. R. It 
is something I keep looking for the answer for. I am hoping there 
will be evidence somewhere that something to offset it is being done. 


INCREASING ECONOMIC AID 


The highest figure I recall we have had in any previous testimony 
for stepping up economic aid is $2 billion. Do you have any ideas 
about that? Is that too big a target, and if we should step it up to 
that that it would be wisely used, to what extent should some funds 
be diverted from the foreign aid military budget, or should our gross 
be stepped up in the foreign aid picture? Have you gotten down to 
figures in your thinking? 

Mr. Nirzr. Ihave not gotten down to figures on this particular point. 
I would not have a judgment. 
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Mr. Hays of Arkansas. Do you think we could spend $2 billion 
profitably if it were used as outlined ¢ 

Mr. Nirzx. My impression is it would not be diflicult to spend wisely 
$2 billion. ‘The question would seem to me to be wheth er the sional 
of spending it is so great that it outbalances other ways in which you 
could spend this money or do other things with it. 

iam sure you could use $2 billion wisely in economic aid, but whether 
this is where you want to put a limited budget, I do not know. You 
would have to work a great deal on the details of the allocation of 
expenditures before you could come up with a judgment on that. 


POLITICAL AND DOMESTIC INFLUENCES ON ECONOMIC AID 


Mr. liays of Arkansas. You do not fear any impact on our domestic 
economy! in your think ing, it is largely a matter of relating the aid 
program intelligently to our total defense budget and our national 
come ¢ 

Mr. Nrrae. I would have thought that your domestic economic sit- 
uation and the degree to which you are prepared in the light of the 
threat to our security to lower taxes, raise taxes, increase the per- 
centage of gross national product which is goin g to security purposes 
is the first decision, and one has another decision which is how one 
wants to allocate among economic foreign assistance, military foreign 
assistance, domestic military expenditures, AEC expenditures, and so 
forth, the amount one is prepared to devote to the general security field. 

Mr. Hays of Arkansas. Our thinking first has to be in an assessment 
of the peril, it seems to me. 

Thank you, Mr. Chairman. 

Chairman Ricnarps. Mr. Merrow ? 

Mr. Merrow. In connection with one of the questions Mr. Hays was 
asking, do you have the figures on the gross national product of 
Russia as compared to the United States / 

Mr. Nirze. £ do not have it in my mind. I can get it for you. 

Mr. Merrow. You indicated that the Russians are devoting 50 per- 
cent of their gross national production to defense and capital invest- 
ment. J was trying to get a measurement of how much they were 
spending as against what we are spending. 

Mr. Nirze. One of the difficulties is converting ruble statistics 
into statistics comparable to dollar statistics. 

Chairman Ricnarps. We will get that for the record, Mr. Merrow 

Mr. Merrow. Fine, Mr. Chairman. 


SCOPE OF RUSSIAN THREAT TO UNITED STATES SECURITY 


You spoke of the risk involved in the Hungarian situation if the 
United States had taken certain action. 

How far, in your opinion, will the Russians have to go before we 
will have to make some kind of a decision in th: at respect? For 
instance, if the situation arises so that their troops oce upy the other 
satellite countries, will that imperil the security of the United States 
sufficiently so that we will have to act, even though that risk is 
involved ¢ 

Mr. Nrrze. I think United States policy has in the past considered 
that our security was already threatened to the degree that it could 
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be threatened by Russian occupation of the eastern satellites, they 


had the bases available, they had Russian divisions and air forces 
in the satellites. 


U. 8. S. R. LOSING SUPPORT OF SATELLITES 


I do not see any increase of the military threat to the United States 
from further Russian occupation of the satellites. It would, in 
fact, be somewhat less because in the old days we thought the Rus- 
sians could count upon the Polish and Hungarian divisions as loyal 
divisions. Now they not only can’t count on them, they have to have 
additional forces of their own there to make sure they do not attack 
the Russians. 

I do not think the problem is one of an increase in the military 
threat. I think the problem is really one of policy as to the degree 
to which one wants to support a whole nation which is trying to 
achieve liberation from a tyrannical occupation. 

This problem has existed for a long time. We discussed this in 
1952. The policy of liberation was argued back and forth and it 
was then made clear that United States ‘police: y did not include going 
to war with the U. S. S. R. to support liberation of the satellites 
from Communist domination. 


RUSSIAN THREATS BEYOND IRON CURTAIN 


Mr. Merrow. As they keep pushing first in one area and then the 
other, whether in the Middle East or in the satellites or what have 
you, will we not be forced some time, if this keeps on, to make a de- 
cision as to our position? Saying in effect “If you continue to go 
further, we will do something about it” ? 

Mr. Nirze. I should think if the Russians were to occupy Syria, 
for instance, we would have very serious problems. 

Mr. Merrow. We would have a very hard decision to make as to 
whether we are going to resist it? 

Mr. Nrrze. Yes; because that is not in the category of the satel- 
lite countries the Russians are trying to handle in their own brutal 
way. This would be an extension beyond the Iron Curtain of the 
Russian military forces and there, I think, we would have a very 
serious decision to make. 

Mr. Merrow. It seems they are gambling on the idea that we will 
not act and therefore they continue to press and take more territory 
and do about as they wish. 

Mr. Nirze. I think they would be taking a very serious risk if they 
thought we would not act in that situation. 


THREAT OF USE OF RUSSIAN “VOLUNTEERS” 


Mr. Merrow. You mentioned volunteers or mentioned the threat 
of Russian volunteers stopped the English and French. 

Suppose the Russian volunteers moved into the Near East, we would 
have been faced with a most serious problem ? 

Mr. Nrrze. Yes; and we said we would take a very serious view 
of the introduction of Russian volunteers in the Near East. We did 
not specify exactly what we would do. It would not have been wise to 
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so specify but we did imply that we would then face a decision as to 
whether we would go to war. 

Mr. Merrow. Do you think that had some effect on the Russians? 

Mr. Nirze. Some; but I think they would probably have recognized 
anyway if they moved Russian forces into the Middle East, we could 
not ignore this without giving serious consideration to some kind of 
action. 

Mr. Merrow. Thank you, Mr. Chairman. 

Chairman Ricuarps. We have to move along. I think we have 4 
more members to hear from and 1 more witness, General Quesada. 

Mr. Donovan ¢ 


UNITED STATES REACTION TO INVASION OF SUEZ 


Mr. Donovan. Do you disagree with the policy or with the action of 
this administration in slapping down the British and French, so to 
speak, in their invasion of the Suez? Or have I put something in that 
question in the way of innuendo or insinuation that you disagree with ? 

Mr. Nrrzr. It seems to me the British and French action was un- 
wise. I think 

Mr. Donovan. Do you disagree with the administration’s attitude 
on it? 

Mr. Nrrze. It seemed to me that the administration’s reaction to this 
unwise action on the part of the British and French was excessively 
emotional. I think they were more bitter about the fact that the 
British and French had not consulted with us than they were about 
what will happen if you act this way or that way. 

Mr. Donovan. I do not think you answered the question. Do you 
disagree with what the administration did ? 

Mr. Nirzn. Again, it is a question of emphasis. I disagree with the 
emphasis. I do not disagree with the general substance of what they 


did. 





EFFECT OF SUEZ CRISIS ON NATO 


Mr. Donovan. Do you think the action of the administration in the 
Suez crisis has had anything to do with the conditions in the NATO 
organization which you characterized as being one of crisis at the 
present time ? 

Mr. Nirzz. Yes;I do. I think it was the deterioration of the work- 
ing relationships within the NATO alliance and also as between the 
United States and United Kingdom which laid the foundation for the 
series of misunderstandings and differences of opinion which finally 
resulted in the British and French taking what I consider to be an 
unwise action. 

I think if we had had closer working relationships, fought a little 
more in the inner circles where we really can take strong positions 
against the British and French, but in quiet and diplomatic channels, 
then they would have been less apt to take independent action. 

Mr. Donovan. Have you any reasons to believe or suspect that there 
was an under-table arrangement between France and Britain that we 
did not know anything about, or a secret agreement with respect to 
Suez / 

Mr. Nrrzr. I only know what I read in the papers. 
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Mr. Vorys. You have every reason to believe that ; do you not ! 
Chairman Ricwarps. Mrs. Church. 


QUESTION OF INITIATING ATOMIC WARFARE 


Mrs. Cururcit. I would like to clear up one or two points that I 
thought I heard you make. 

If I understood you, did you say in case of invasion of European 
territory the policy was definitely set that we would initiate atomic 
warfare ? 

Mr. Nirzr. I belie that to be so. 

Mrs. Cuurcu. Without any further consideration? Have we de- 
cided to use that power immediately without any further thought on 
the subject? Would action be automatic, in other words ? 

Mr. Nrrze. I am not sure whether it would be automatic. I think 
the administration would endeavor to consult with the Congress be- 
fore so doing, but I think insofar as present policy bears upon it, I 
think that is the poliey, 

Mrs. Crrurcu. There has been to my untutored mind an understand- 
ing that we were ready for it; but I did not think that we had actually 
decided to take that step and I am interested to have you say so. 

Mr. Nirzr. I have heard General Gruenther and others so testify. 

Chairman Ricuarps. You meant to say you think the result of such 
a thing would be that we would use atomic weapons in accordance 
with the proper procedures ? 

th NIZE. What I was saying was I thought the executive branch 
policy today is that in the event of an invasion of Europe by Russian 


‘wom we would reply with all the means at our disposal, ‘including 
nuclear weapons. 


USE OF UNITED STATTS TROOPS IN BRUSH WARS 


Mrs. Cuurcn. Did I understand you to say that you hoped that 
we would not refuse to commit American troops to brush wars? In 
other words, you think we should commit American troops if such 
wars should arise ? 

Mr. Nrirze. Yes; I think to exclude in principle the possibilities 
of our committing United States forces to brush-fire wars would be 
a mistake. 

A POLICY TO PREVENT GENERAL WAR 


Mrs. Cuurcn. My last question or next to last seems to be contra- 
dictory to the first. Do you think that our hesitation to enter war 
su our constant announcement that we are tr ying to prevent general 
warfare has become a basic weakness 1n our policy 2 

Mr. Nirze. No: I donot. 

Mrs. Cuvrcn. Why not ? 

Mr. NITze. It is true that we do not want to get into a general war 
and no one in the world would have any sympathy with us or go along 
with us if our attitude were other than that. C Yertainly it would be 
a disaster for us and for everybody else in the world if there were a 
gener: al nuclear war. 

T think it is absolutely essential for us to be clear on this, that we 
are trying to deter and prevent a general war from arising. 
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WEAKNESS IN SUCH A POLICY 


Mrs. Cuurcu. I would agree, certainly, sir, as to the danger and 
the ultimate disaster, but to my own mind has come the thought in 
some months that in emphasizing all of the time we were going to 
avoid it we were developing a psychological weakness and refusing 
to face up to issues as 2 result. Why does Russia not go around saying 
they are going to avoid war? 

Mr. Nrrzr. Do they not, in their statements, continuously emphasize 
the fact that their policy is one of peace? Is that not one of the main 
things ? 

Mrs. Cuurcu. Yes, but the maintenance of a policy of peace is a 
little bit different from seeming to show that you are a little afraid 
and that you will go to any length to turn the other cheek to avoid 
war. 

Mr. Nirzr. I would agree with the last part of your statement, on 
taking the position of going to any length to avoid war, no matter 
what the occasion or circumstances of the war; that that would be a 
position of weakness. And I think the administration is erring on 
the side of pacifism today rather than on the opposite side. 

It seems to me the danger of running into a general war is increased 
by the statements and the posture of the administration, being unwill- 

to face up to lesser things: which it would seem to me to be neces- 
v to do if you are really going to deter or avoid a general war. 
Mrs. Cuurcn. Thank you, Mr. Chairman. 

Chairman Ricrarps. Mr. Selden ? 
Mr. Sevpen. Mr. Nitze—— 
Mr. Nirze. Yes. 
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LONGER-RANGE MISSILES MINIMIZE GEOGRAPHIC FACTORS 


Mr. Sevpen. You emphasized in your statement the importance of 
geographic factors; the importance of holding our bases around the 
world that encircle Russia. Do you feel that the importance of those 
geographic factors will decrease as we develop and perfect longer- 
range missiles ? 

Mr. Nirzr. They may; yes. I think longer-range missiles may de- 
crease the importance of the geogr: aphie factor in having an adequate 
deterrent to a surprise atts ack by the U. S.S. R. I am not sure they 
will change the situation as to the support of our pane aul foreign 
policy. If all vou are trying to do is to deter the U. S. S. R. from 
attacking you with nuclear weapons, then I think it is possible to 
design a missile defense, after we have long-range missiles with ade- 
quate accuracy, which would not require as much geographic base 
structure, 

Mr. Sexpen. Are we getting close to that? 

Mr. Nirzr. I would think it was some years off before that was so. 

Mr. Sevpen. In other words, until we do get to that point we are 
going to have to hold the bases we have at this time. 

Mr. Nirzx. That would be my viewpoint, but T think General 
Quesada is much better qualified to testify to that than I. 

Mr. Sevpen. Thank you. 

Chairman Ricwarps. Mr. Prouty? 
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CONTINUING NUCLEAR TESTS 


Mr. Proury. We heard during the last campaign that there is a dif- 
ference of opinion on the part of nuclear scientists concerning the 
wisdom of more hydrogen bomb tests. If there is that question, 
what is going to happen if we become involved in an all-out nuclear 
war? 

DANGER POTENTIAL IN ALL-OUT NUCLEAR WAR 


Mr. Nirze. The things that worry the scientists about a continua- 
tion of the tests are obviously multiplied one-thousand-fold if one 
contemplates an all-out nuclear war with large-scale weapons. 

Mr. Prowry. Yes; but does anyone know or pretend to know if 
we can tolerate an all-out nuclear war? 

Mr. Nrrzr. It depends on what one means by the word “tolerate.” 
It certainly would be a dreadful thing. 

Mr. Proury. Let me ask you this, and perhaps this question should 
be directed to General Quesada: Suppose that Russia should launch 
a surprise attack on this country now within its maximum capacity. 
What would the destruction be here? Would you hazard a guess as 
to the potential or probable destruction in this country / 

Mr. Nirze. I am sure your committee has had testimony on this be- 
fore. Certainly the Foreign Affairs Committees have. I would hesi- 
tate to hazard a guess myself. 


NATIONALISM IN RUSSIA AND THE SATELLITES 


Mr. Proury. We have concentrated on or discussed the weakness of 
the Soviets within the satellite countries, but I feel we have failed to 
stress the point that they are having their own problems within Russia 
as well. Of course, that might wor rk to our advant: ige or might cause 
the present leadership to take some action out of pure desper ation. 

Mr. Nirze. In the satellites you have the feeling of nationalism go- 
ing against the Russians. For instance, ev rery Pole feels himself a 
Pole and therefore resents Russian interference. You have this work- 
ing together with dissatisfaction with the Communist regime. So 
these things work in harness in making the Russian problem un- 
manageable. 

But in the U.S. S. R. the spirit of nationalism tends to support the 
regime rather than operating against it. There you have only the 
dissatisfaction with the Communist regime in Russia to reckon with. 

I would think the internal political strengths of the Communist 
regime in Russia is several degrees stronger than it is in the satellites. 


INDIFFERENCE OF ARAB STATES TO POSSIBLE NUCLEAR WAR 


Mr. Proury. Do you think the people in the Middle East—in the 
Arab States, for example—are concerned with the possibility of a 
nuclear war? 

Mr. Nirzx. I think not. 

Mr. Provry. It isa relatively minor concern, is it not? What can 
we do in that area to alert them to the danger 

Mr. Nirze. That is a very difficult thing. They consider the main 
problem to be Arab prestige, dignity, and anticolonial actions. These 
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are the things they worry about, that means something to them. If 
you talk about the danger of a nuclear war they think you are trying 
to achieve colonialism by indirection, or some other purpose, and it 
is extremely difficult to bring them to any awareness of the common 
danger and the common requirement for security against the U.S.S.R. 

Mr. Proury. Would you advocate increased economic aid, or what ? 
What is the approach to the question in that area ? 

Mr. Nirze. I do not know. This is a very difficult problem. 

Mr. Prouty. Thank you. 

Chairman Ricwarps. Mr. Gordon has come in. I believe you were 
tied up, were you not? 

Mr. Gorvon. I was grounded for 5 hours. 

Chairman Ricuarps. For 5 hours! Do you have any questions ? 
ROLE OF U. N. IN SETTLING DISPUTES 


Mr. Gorpon. I would like to see how Mr. Nitze feels about the oper- 
ation of the United Nations. Do you feel they are doing their share 
in averting some of those troubles ¢ 

Mr. Nrrze. It depends on what one means by the United Nations. 
Does one mean the Secretariat, or the countries which are members ? 

Mr. Gorpon. The countries which are members. How is that fune- 
tioning ¢ 

Mr. Nrrze. Certainly the Russians seem to be doing everything they 

‘an to be mischievous. Some of the others are scared and are not do- 
ing their part. Iam not sure we have done everything we could do. 

But if the United Nations is to be effective it seems to me that we 
will probably have to stand behind the United Nations and provide 
either the actual strength or the potential strength. I would think 
that the influence of Mr. Hammarskjold and these 6,000 troops which 
are being introduced into Egypt is felt and the reason they really 
represent something is that the United States and its power is behind 
them, because they themselves do not amount to much. 

Mr. Gorpon. Thank you. That is all I have at this time. 

Chairman Ricuarps. Thank you, Mr. Nitze. We appreciate your 
coming up and helping us out very much. 

Mr. Nirzr. Thank you, sir. May I stay and listen to General 
(Juesada ? 

Chairman Ricwarps. Yes, sir. 

General Quesada, please have a seat. General, we appreciate your 
coming up here. 

As the committee knows, the general is retired now. He has had, 
formerly, a distinguished career in the armed services. He has had 
a good deal of background on this subject, since he has been out of 
the service, as you will notice. 

General, with all of that you must have just about forgotten the 
military matters. 


STATEMENT OF LT. GEN. ELWOOD R. QUESADA, UNITED STATES 
AIR FORCE (RETIRED) 


(Formerly vice president and director of Olin Industries, vice 
president and general manager, Missile Systems division, Lockheed 
Aircraft Corp.; director of Lockheed Aircraft C orp., Olin-Mathieson 
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Chemical Corp., and United States Life Insurance Co. Presently 
self-employed. Served as private in the United States Army; ad- 

vanced through ranks to heutenant general; member Question Mark 
caine ance flight ; military observer and assistant military air attaché, 
London; air attaché, Havana; member military mission to Argentina; 
became commanding officer First Air Defense Wing, Mitchell Field; 
later commanding general, XII Fighter Command (Africa) ; deputy 
commander, Northwest African Coastal Air Force (Africa); com- 
mant ling general, IX Fighter Command (England and on Conti- 
nent); IX Tactical Air Command (European Continent) ; assistant 
chief of Air Staff—A-9 Headquarters, United States Air Force, 
(Washington, D.C.) ; head Tactical Air Command, 1946; commander, 
‘Joint Task Force Three 1949-51; retired lieutenant general, Air 
Force.) 


Chairman RicHarps. Do you have a statement, sir ? 

General Qursapa. Yes, sir: I have. 

Chairman Ricuarps. I notice this is a comparatively short state- 
ment. Go right ahead, sir. 

General Qursapa. Thank you for asking me to come here. 

Chairman Ricnarps. We appreciate it. 

General Quesapa. I am appearing before this committee at the 
invitation of your chairman, the Honorable James P. Richards. The 
questions that accompanied Mr. Richards’ invitation struck me as 
being searching and precise. As a citizen I was impressed and re- 
assured by the manner in which your committee is preparing to exam- 
ine the difficult problems relating to our national security and I shall 
be glad to contribute whatever I can toward a better understanding 
of them. 

In saying this, however, I do not claim to be familiar in all details 
with the most recent technological developments affecting Soviet mili- 
tary capability and our own. I would prefer, therefore, not to address 
myself to certain specifics, but rather to confine my observations to 
those matters of weapons and strategy that have been my principal 
preoccupation for many years. 


PROBABLE 





RESULTS OF A NUCLEAR ATTACK ON UNITED STATES 
The possible consequences of a massive nuclear attack upon the 
United States is a subject that is never far from the thoughts of our 
military men, whether active or retired. Experience has established, 
and informed opinion continues to support, the axiom that a large- 
scale air attack, once launched in force and pressed home with reso- 
lution and skill, is certain to penetrate the most effective defenses that 
can be assembled against such an attack. The corollary to that axiom 
is the rule that once the air offensive has established an initial ascend- 
ancy over the defense, the advantage accruing to it will compound as 
the attack continues. It seems clear to me that the gap between what 
might be called the “absolute” defense and the “absolute” offense, is 
continuing to widen, to the increasing advantage of the attacker. 
SOVIET BUILD-UP OF 


AIR-NUCLEAR POTENTIAL 





With regard to the true Soviet position in the present power equa- 
tion, it is my judgment that we Americans tend, more often that not, 
to credit them with a higher effectiveness than they could logically 
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possess. Yet, even after allowing for this human tendency toward 
exaggeration, I find it impossible to eseape one conclusion—namely, 
th: at the Soviet Union is alread y in possession of the means for deliver- 
ing a highly destructive nuclear and/or thermonuclear attack upon 
this country. However disagreeable, the evidence pointing to this 
conclusion cannot be argued down. Furthermore, beyond the im- 
mediate certainty hes a probability that has even graver implications 
for all of us. It is in consequence of Soviet continuing progress in 
air and nuclear science that the Soviet Union will almost certainly, 
in a matter of years, so ing oes e its air-nuclear potential that a truly 
devastating attack upen this Nation must thereafter be counted as a 
new and menacing fact with which te will have to learn to 
live. 

The only thing that might halt this growth would be the break up of 
the Soviet state itself—a prospect upon which few would dare now 
to speculate with confidence. 


AIR-NUCLEAR ADVANTAGE WITIT UNITED STATES 


Nevertheless, I am convinced that the air-nuclear advantage still 
rests decisively with us. By any stanc lards of judgment, the United 
States retali: atory power, as it now exists and as it continues to grow, 
could deal a far heavier blow upon the Soviet Union than the Soviet 
military establishment could possibly land upon this Nation—even 
if the attack were without w: arning. 

In saying this, I am assuming, of course, that our national purpose 
will remain firm, regardless of the risks that may have to be run. 


We have good reason to believe that our stockpile of nuclear weapons 
is already quite adequate to cope with whatever strategic tasks such 
a conflict might entail; and so long as we remain as industrious and 
vigilant as we new are and so long as we keep perfecting the essential 
delivery systems, there will be little reason to worry about the state 
of our nuclear arsenal. 


DETERRENT STRATEGY 


Herein rests the logic of the deterrent strategy. The Russians un- 
derstand this, even if some on our side o not. Their power for 
general action stands inhibited by our capacity for immense and 
decisive retaliatory action—a capacity which they do not now have 
the means to neutralize or stalemate. 

This will remain so only if our political and military character 
remains dynamic and thwarts the tendency to become static. 

The American strategic advantage rests, in no small degree, upon 
a factor which often is ignored and misunderstood. This advantage 
might be more keenly appreciated if our adversary had it. Suppose, 
for example, the Soviet Union now possessed a system of advanced 
bases which would enable it to launch simultaneously attacks upon 
this country from such friendly or occupied areas as Greenland, 
Newfoundland, Bermuda, Jamaica, the Yueatan Peninsula, Costa 
Rica, Lower California, even the Aleutian Islands. Yet, our system 
of alliances accords our military forces access to geography sharing 
the same approximate rel: ationship to the Soviet Union. 

Our foresight in the acquisition of bases for the deployment of our 
retaliatory forces must be a source of satisfaction to this committee. 
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It is my profound hope that this committee will continue, as it has 
done in the past, to use its influence to retain for our country the 
maximum advantages of geographic deployment. 

Before leaving this subject, may I repeat that it is my conviction 
we now possess a tremendous advantage over the U.S. S. R. in respect 
to our ability to assume the initiative and deliver the decisive b ow. 
This is always the critical issue in power relationship between great 
nations. Our problem is to hold and buttress that advantage through- 
out this area, marked by rapid technological change and continuing 
political tension. 


NATO ALLIANCE OF PRIMARY IMPORTANCE 


I have little or no intimate information as to the current attitude or 
beliefs of the European nations toward NATO. If there is doubt in 
their minds as to our willingness to come to their aid in the event of 
an attack upon them, it would seem that no effort should be spared to 
make our position clear—to friend and foe alike. Any serious break- 
ing of this NATO alliance would obviously be a setback of the first 
magnitude. 


ECONOMIC AND MILITARY SUPPORT FOR WESTERN EUROPE 


It is not new to suggest that everything must be done to encourage 
the Western European countries by economic and military support. 
In all cases self-sufficiency must be the objective. 

In spite of the success of current programs, I have the impression 
that the European nations justly feel that, in relationship to us, they 
stand in an inferior position because their weapons are inferior to 
ours. They may, with reason, conclude that the decisive weapons rest 
in the hands of others—specifically, the U. S. S. R. and United States. 
I do not mean to suggest that this reasoning is correct, for United 
States strategy, as it has deve sloped, is based upon the proposition that 
there must be a division of military tasks between the nations of the 
West. I only suggest that if doubt exists we must take further and 
effective steps to dispel it. I do not mean to suggest that we should 
rattle our saber. I do suggest that our pronouncements should be 
clear, thoughtful, and concise. 


ADVANTAGES OF SUPPLYING BETTER WEAPONS AND TECHNIQUES TO ALLIES 


May I therefore suggest to this committee that it satisfy itself about 
the wisdom and effectiveness of our efforts to assist the European 

countries in defending themselves; particularly as regards to the ques- 
tion of supplying them with the most modern tec hniques and ad- 
vanced weapons. 

There are weapon systems under development which if placed in 
the hands of the free European nations, in reasonable quantity, would 
give to them the same, or nearly the same, deterrent capability now 
possessed by us. For us to expect the European nations, on their own, 
and in the foreseeable future to develop the more costly and complex 
systems hardly sounds realistic. In my opinion they lack several 
principal ingredients—the technological ability and the capital re- 
sources. 
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There must be some solution to a dilemma in which we have an 
abundance of technical ability and a deficiency in manpower. By 
contrast European nations appear to have an abundane e of manpower 
while lacking the ability to produce, at least in effective quantities, 
weapon sy stems that we now refer to as exotic. 

This suggests to me that a constructive purpose might well be served 
if we would make available to our NATO friends, those we: apon sys- 
tems that our superior resources permit us to develop, and which they 
nevertheless have the technical ability to man and operate. The effect 
could be far reaching. For one thing these systems would give to them 
the same or nearly the same ability to deter in regards to the defense 
of their own countries that we possess ourselves. In addition, our own 
manpower requirements for our Military Establishment would 
diminish. 

In addition, the day might well be hastened when our friends may be 
militarily self-sufficient and able to develop their own w eapon systems 
adaptable to their own special needs and stand as economic, industrial, 
and scientific equals with those upon whom they now depend—appar- 
ently with some misgivings. 


CLARIFICATION OF UNITED STATES POSITION WITH RESPECT TO USE OF 
ATOMIC WEAPONS 


The limited war, so-called, remains for some an area of deep despair 
and doubt. Whereas I am of the belief that the American position with 
respect to the use of atomic weapons in any kind of war, large or small, 
has been made clear, it is also evident that in some areas it is not under- 


stood and is often doubted, if not disbelieved. I believe and hope that 
should we be put to the test these doubts will be eliminated, if it is es- 
sential to our interests to do so. 


ADJUSTING UNITED STATES POLITICAL AND MILITARY POSTURE TO LIMITED 
AND TOTAL WARS 


It is in the area of a limited war that I have an observation to make 
to the committee, and before making it I wish again to add that I do 
not have full information on all of the facts. 

It seems clear that we could have two kinds of war, with a twilight 
area between them. The total war has been prevented or deterred by 
our predominant strength. In the limited war we have not fared so 
well. The fact that a limited war has occurred is in itself prima facie 
evidence that we lacked the ability to deter it. As long as this condition 
continues to exist, there is evidence of a serious deficiency in our politi- 

cal and military posture. I am reasonably certain that we have the 
ability to convince friend and foe alike that we are able to engage in a 
limited war with assured success. 

To do so we must have certain essential weapons and weapon sys- 
tems, which are not necessarily those that have proven to be so convine- 
ing in our ability to be effective in a total war. These weapons must be 
specialized i in character, capable of movement to local areas and capable 
of quick and accurate application. Some are under development, and 
others are yet to be defined. 

Just as our political and military posture is successfully adjusted to 
the possibility of total war, so it must be adjusted to the possibility of 
limited war, and with the same probability of success in each case. 





FOREIGN POLICY AND MUTUAL SECURITY 


Gentlemen, 1 would like to emphasize that point. The weapon sy 
tems, military organization, and ¢ letermination that we bring to bear 
in the limited war must have the same convincing character as does ow 
ability to engage in total war. 

it is oby ‘lous that a lin d war will al ay ee with it the Bem i 
of developing into total war, Just as the possibi ility of total wa re 


limited war ‘ee re 


dueed by assured success, so will the possibility of a 
r 


duced. It therefore follows that by reducing the possibility of a lim 

ited war we at itomatically reduce the possibility of total war. As in 

dics ited | be re, the most effective way to reduce the possibility of a 

ae | war, is to make it clear that our suecess is assured and that ther 
iwillin en Febuad bey ete tis Sicdbanisiioes, 


QUESTION OF RETAINING FOREIGN BASES 


Our far-flung foreign bases provide us with a tremendous advan 
tage to engage in war of any kind. Whereas it is possible that the need 

these bases might diminish as the development of our 
exotic weapons systems becames a reality, [ cannot see the wisdom of 
now eiving up our bases as a matter of national policy. QO; “4 when 
our friends are able to man and operate weapon systems that will give 
to them the same or nearly the same deterring effec ‘t that we onrselve 
possess, should we then reap pre Lise our requiren rents for foreig n bases 

Chairman adi wker. Thank you very much, General. We appr 
ciate your coming up here to help us out. 

[ am sure you understand that the principal object of these hearings 
is to get information on how we can continue a proper froeign aid 
program in line with our foreign policy. 


€ 
‘certain of 


FURNISHING WEAPONS AND TECHNICAL INFORMATION TO ALLIES 


You say in yeur statement that the United States Government, 
necessary, should help our allies build up new weapons systems; 
that correct / 

General Quesapa. That is correct. 

Chairman Ricuarps. Do you mean by that that we should turn over 
to those countries the ee aon or do you mean that it would be bet 
ter for us to let them have the benefit of weapons we have developed 
and show them how to use them? Should we turn over all the infor- 
mation to them ? 

General Qursapa. I would not suggest turning over all of our 
information. I do suggest that there are certain weapons systems now 
under development which they could not develop, but nevertheless they 
could operate and man. It would seem to me that we should examine 
the wisdom of making those weapons systems available to them to 
operate and to man, which would then give to them the same or nearly 
the same deterring ability we ourselves possess. 

Chairman Ricuarps. As an Bingtration of that, say that we have an 
atomic cannon. I understand there are a few of them in Europe. | 
do not know whether we have actually tuned them over to the forces 
of these countries yet or not. 

You say we should see that they get those weapons and know-how to 
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o 
a 


operate them. Should we give them the know-how to manufacture 
them ¢ 

General Quesapa. Not necessarily. However, I think as time goes 
on the very possession of these weapons will in itself give them con- 
siderable know-how. 

Chairman Ricuarps. If you give them all of the know-how we have 
and they should be overrun, of course, that would be c apt ed and 
used for the benefit of the enemy; but you would risk that / 

General Quesapa. I do not think you capture much when you cap- 
{ure a weapon unless it becames immediately usable. 

Chairman Ricuarps. But they could produce the weapon with 
their scientists and so forth. 

General Qursapa. | doubt if the next major war would last long 
enough to permit cur adversary to produce, by copy methods, these 
complex weapon systems to which we are now referring. in any 
event and speaking in general —— the scientific facts are generally 
known. How one ap phes the facts of science is not necessarily gener- 
ally known. ‘The important this is to have the weapon in being 


DEVELOPING CAPACITY TO WAGE LIMITED WAR 


Chairman Ricuarps. All right, sir. You say we should develop our 
capacity to wage limited war 4 

General Quresapa. Yes, sir. 

Chairman Ricuarps. Give us an illustration of that, please, as to 
what you have in mind. 

General Qursapa. I think an illustration would be the war that took 
place in Korea. 

Chairman Ricuarps. All right. What new development or capac- 
ity should we have to wage a limited war there / 

General Qursapa. I think we should be able to respond more 
quickly and certainly more effectively. We should be organized to 
respond. Our military structure should be one which would permit 
i rapid movement to a remote location, and we should have in our 
arsenal, weapons systems that are capable of deployment that are not 
so costly in men and material but are neverthe me more effective. 
Specifically, by utilizing the benefits, in a military sense, that come 
from our deve ‘lopment of atomic weapons, if saute’ to achieve our 
objective. 

Chairman Ricuarps. Of course, our experience in Korea showed 
that outside of the atomic energy weapons, the hydrogen weapons- 
which I do not think were developed then—the rifle and the hand 
grenade and the manpower and the mortars were the main things 
needed. 

General Qursapa. Sir, if you will permit me, I do not think we had 
much more than rifles and hand grenades plus conventional artillery 
adaptable to the Korean war. Our military posture then was cer- 
tainly less than desirable. 

Chairman Ric Harps. You would advocate the development of new 
weapons for use in Korea, such as atomic bombs and so forth? 

General Qursapa. And low-yield weapons such as the cannon; such 
as missiles that do not require great quantities of men but neverthe- 
less can deliver to specified points the destructive power that is in- 
herent in the atom—but not necessarily the high-yield weapon. 
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Chairman Ricuarps. It was assumed we had them to use if it were 
the policy to use them. It is assumed that we could have used them. 

General Qursaba. In Korea? 

Chairman Ricuarps. Yes; if we had decided to use them we could 
have gotten them there, certainly, with the Air Force we had. 

I was just trying to understand what you mean by weapons and 
limited improvements. You are talking about improvements. Of 
course, you improve communications in any war. 

General Qursapa. Yes, sir; except we did not have low-yield atomic 
weapons then as we have now. Our atom weapons were then confined 
to high-vield bombs. The atom should not be confined to a bomb 
droppable from an airplane. There are other weapon systems to 
which the atom is now successfully being adapted—a step in the right 
direction. 

Chairman Ricuarps. Everybody knows that is necessary and that 
you desire perfection if you can get it. But as to a new departure 
in waging a limited war, you have no recommendation for a new 
departure except increasing the efficiency of the methods we now 
have ? 

USE OF SMALLER FORCES 


General Qursapa. Well, as I tried to explain there is an oppor- 
tunity to gear ourselves to a “limited war” and to have available on 
a high state of readiness wih itively small forces which are capable 
of being quickly and easily transported to remote areas and, immedi- 
ately upon arrival, being effective with weapons other than the hand 
grenade and other than the rifle; specifically, utilizing the so-called 


exotic weapons such as small ballistic missiles that are or will be 
capable of guidance with a high degree of accuracy and placement 
exactly where we want them. The objective might be well to keep 
vast armies apart rather than slugging it out once they are together. 

Chairman Ricuarps. That is purely a military question and the 
question would more properly be considered before the Armed Serv- 
ices Committee, as to the form of defense and so forth. 

General Qursapa. Yes. 

Chairman Ricwarps. Pardon me. Mrs. Church, we are glad you 
could get here. 

Mrs. Cuurcu. I am delighted to be here. 

Chi uirman Ricuarps. We are going to have a briefing this afternoon 
at 2:30 by the State Department and milit: ary people. 

Mrs. Cuurcu. May I say I am sorry to have to leave on the general. 
I have found his statement most thought provocative. 

Chairman Ricwarps. I hope everybody can be here at 2:30 on 
the dot. 

Pardon me for interrupting, General. 

General Quesapa. I think I have answered your question. 

Chairman Ricwarps. Mr. Chiperfield ? 


USE OF NUCLEAR WEAPONS IN LIMITED WAR 


Mr. CureerrtreLtp. Thank you, Mr. Chairman. 
If I understood you correctly, you would introduce nuclear weapons 
into a limited war. 
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General Quesapa. If it would be to our advantage to do so—only 
to the extent required, however. 

Mr. Cutrerriexp. If it would be to our ad vantage to do so. 

General Qursapa. Yes, sir. 

Mr. Cutrerrtenp. That does not necessarily mean dropping a hydro- 
gen bomb and that kind of thing, but there are other newly developed 
weapons which we could use which would perhaps be a deterrent if 
we were able to use them even in a limited war. 

Genie’ ‘al Qursapa. That is my opinion. 

Mr. Curperrietp. You have a very fine statement here, General. 
I know the whole committee appreciates it. I want to go over it 
again myself. 

That is all the questions I have. 

Chairman Ricwarps. Thank you, Mr. Chiperfield. 

General, in other words you would use anything necessary to win 
that war, whether limited or not? 

General Qversapa. And I would have it available and have it known 
that it is available. The main thing is to have it available, and 
maybe then you would not become involved in the limited war, as 
has been proven in the total war. 

Chairman Ricwarps. Mr. Gordon ? 

Mr. Gorpon. Thank you, Mr. Chairman. 

General, you state that we overestimate their fighting power. If 
we give this nuclear equipment to them, it would certainly help solve 
our problem more firmly. 

General Quesapa. It would contribute to the solution of the prob- 
lem; yes, sir. Iam assuming you mean giving weapons to our friends. 

Mr. Gorvon. Yes. That is all I want to know. 

Chairman Ricuarps. Mr. Vorys? 


“EXOTIC” WEAPONS 


Mr. Vorys. General, you have kind of gotten me on this word 
“exotic.” I thong I knew what “exotic” meant; perfumes and beau- 
ful ladies. Now we are going to talk about weapons, and my education 
has been increased. 

When you use that phrase, is that a new military word to describe 
these weapons using nuclear power of low yield ? 

General Qursapa. No, sir. By “exotic” I mean weapons that are 
revolutionary in their character as differentiated from evolutionary 
in their character. And I mean weapons, as an example, that have 
speeds in the vicinity of 25,000 feet per second, or something of the 
order of 25,000 miles an hour; that have ranges varying from 500 
miles to 5,000 miles; that have guidance sy stems that repl ice all the 
human functions. In other words, the true vertical is determined 
by a gyroscope, whereas in the conventional airplane the true vertical 
is determined by the middle ear of the pilot. Where radar replaces 
the human function of sight. Where the computer, analogue or 
digital, replaces the human function of the brain. 

Chairman Ricwarps. I just want to say that Mr. Vorys may not 
understand what you are talking about, because he was a pilot in the 
F oe World War, but they traveled at 40 miles an hour. This is new 
stuff. 
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General QuEsapa. The weapon systems that I have used to describe 
the term “exotic” are not necessarily the weapon systems that might 
be useful in a limited war. An intercontinental ballistic missile with 
a thermonuclear warhead could hardly be adapted to anything other 
than total war. On the other hand, revolutionary weapon systems are 
being developed that are adaptable to limited war and some include 
low-yield atomic warheads. 

Mr. Vorys. Are they not tremendously expensive ? 

ee al Qvuresapa. They are expensive. War is expensive. It would 
appear to me that it would be economical to develop weapons that re- 
duce our requirement for vast quantities of men and rely more and 
more on our superior technical ability. 

These devices to which I refer, once they are available to us, are 
such that maintenance of them is relatively inexpensive as compared 
to very large standing military est: ablishments. 

Mr. Vorys. But it is almost inconceivable, is it not, that these exotic 
weapons, due to their intricacy and so forth, would be used with other 
than atomic warheads of appropriate size; is that not correct ? 

General Qursapa. That is substantially correct—however, not to 
the exclusion of conventional warheads. 

Chairman Ricrarps. Will you pardon me a moment 

Mr. Vorys. This is going beyond your understanding. We are up 
in the stratosphere now, way above an old sergeant. 

Chairman Ricuarps. I hesitate to invite a Yale fellow into the Ivy 
League, but this word “exotic” I have asked to have looked up. The 
dictionary says it means introduced from another country; strange; 
foreign. That isthe main thing about “exotic”; is it not 4 

General Quesapa. “Exotic” is a term that is now often used to de- 
scribe those weapons that are foreign to those conventional weapons to 
which we have become so accustomed. 

Chairman Ricwarps. Yes. It is a thing from a foreign country. 

fr. Vorys. Oh, I understand it. 

Chairman Ricuarps. I thought you thought an exotic shell would 
burst in a different manner from another kind of shell. 

Mr. Vorys. I thought it might be perfume coming out of it. 

Our chairman says we do not have anything to do with this in this 
committee, but we were asked to authorize $530 million for, we called 
it not “exotic” but “new weapons” or something like that this year. 

In talking with one of the highest men in our military structure, in 
a conversation he might not want to be held to on this categoric ally, he 
said: “If we have any more wars they are going to be nuclear wars and 
just. as our allies are not going to be willing to fight with bows and 
arrows while we have guns, we shave to pass these new things around.” 

As I understand it, that is, in other language, the sort of thing you 
are speaking about here, is it not? 

General Qursapa. That is substantially correct. 

Mr. Vorys. Then we would let both our friends and our enemies 
know about it? 

General Qursapa. Yes. And help our friends stand on their own 
feet. 

Mr. Vorys. As to the kind of weapons you are talking about, we 
would furnish them for quite a while, for some years? 

General Qursapa. Yes, sir. That is implied and stated. 
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Mr. Vorys. There is one other thing in this extremely interesting 
analysis. Yousaid on page 2 that: 
The only thing that might halt that growth would be the breakup of the Soviet 
state itself. 
LIMITATIONS IN A DISARMAMENT PROGRAM 


There is one other thing that we continually experiment with, not 
with the success we have had in some of our other experiments, and 
that is disarmament or limitation of armament. Every so often we 
get a flicker from the other fellows that indicates they are still inter- 
ested and that there are possibilities in that direction. What I wonder 
is whether you have thought about this: If we enter into any agree- 
ment on limitation or reduction or elimination of exotic weapons, 
thermonuclear weapons and these things, where it takes a lot of money 
but a few men, without similarly reducing conventional weapons and 
manpower, if we should put a limit on these new ones and not on the 
conventional equipment and mass armies, we would then have entered 
an arms race we would be bound to lose. On the disarmament front 
do we not have to cover the whole business before we start into any 
agreed elimination of weapons / 

There is that other possibility, that Russia will exist and exist as a 
nasty Communist power, but that we limit our forms of competition 
through some sort of agreement, through disarmament or some form of 
it. Ha ive you thought about that asa very practical way to go about it. 

You have eliminated it in your statement. You said, “The only 
thing.” 

General Qursapa. I am referring to the Soviets’ ability to advance 
in their scientific progress and being able to develop nuclear and 
thermonuclear weapons. 

Mr. Vorys. Yes. 

General Quesapa. That will continue whether we have disarmament 
or armament. 

Mr. Vorys. Well, if we had an enforceable disarmament system and 
it worked, we could at least eliminate the “air nuclear potential that 
would deliver a truly devastating attack upon this Nation. 

General Qursapa. If we had “enforceable” disarmament, I should 
then think we could. 

Mr. Vorys. But would we be any better off then? That is my point. 

General Qursapa. I think we would be worse off if we adjusted 
ourselves toa disarmament program that is not enforceable. 

Mr. Vorys. That is the point. 

General Qursapa. Because we would be surrendering our advantage. 

Mr. Vorys. That is the point I was trying to get at. I think we are 
tempted constantly to think: “If we could just eliminate this possi- 
bility of thermonuclear war, everything would be fine.’ 

In my book I agree with you that we would be worse off, because we 
would be getting ‘back to the kind of competition where, Mr. Nitze to 
the contrary notwithstanding, we are outmanned when it comes to 
merely depending on manpower. 

General Quesapa. Our relative positions would probably be re- 
versed ; however, to a greater order. 

Mr. Vorys. What is that? 
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General Qursapa. Our positions would be reversed; however, to a 
greater order. Their advantage over us if we eliminated atomic 
weapons would be greater than our present advantage over them now 
that we have atomic weapons. 

Mr. Vorys. Thank you very much. 

Chairman Ricwarps. Mr. Burleson? 

Mr. Burzteson. Thank you, Mr. Chairman, 


A PREPAREDNESS PROGRAM FOR LIMITED AS WELL AS TOTAL WAR 


General, on the last page of your statement (p. 7), in the third 
paragraph, you say: 

Just as our political and military posture is successfully adjusted to the possi- 
bility of “total war,” so it must be adjusted to the possibility of “limited war,” 
and with the same probability of success in each case. 

I agree with that as a platitude—not saying you are dealing in plati- 
tudes, but as a platitude I can wholly agree with that. But what does 
it mean ? 

First let me point out that I am glad you used “political and mili- 
tary” because actually in my opinion it is more political than military. 

Do you mean that we should determine and define in advance what 
we mean by a “limited war” and that we then should tell the world 
what sort of weapons we should use in that war? 

General Quesapa. Not quite that, sir. Perhaps I could best illus- 
trate my meaning by an example. 

Mr. Nitze referred to this point certainly better than I did: other- 
wise the question would not be raised. It stands in bold relief that we 
have an effective Strategic Air Command which is capable of striking 
a decisive blow quickly. Most of us will agree that that command, and 
the ability to be decisive quickly has contributed to the fact that we 
have not been engaged in a total war. I mean by that condensed re- 
mark that we should also have available a military force organized 
and in being, capable of equally quick and decisive military action in a 
limited war; capable of rapid movement to a local area with assured 
effectiveness by using devices and weapons that are under development 

and that could be developed if we would set our minds to it and give 
the requirement the same consideration as we have given to the 
Strategic Air Command. 

Mr. Burieson. You do not think we are now in that position / 

General Qugsapa. No, sir; I do not. 

Mr. Burieson. Would you care to elaborate as to the reason why 
we are not ¢ 

General Qursapa. Because with limited resources we have had to 
confine ourselves to the development of the Strategic Air Command. 
I do not mean to suggest that this decision was unwise, but now 
that we have this force, and it has proven to be effective, it seems 
to me that we should now give consideration to generating the same 
capability in the area of this other type of war which we are now 
confronted with from time to time. If we have a similiar capa- 
bility to wage a limited war perhaps we will not be confronted with it. 

Mr. Burueson. Surely! I do not know what he said. 

General Quesapa. Shall I try again? 

Mr. Buri: ESON. May I ask a question in this manner? Theoret- 

cally we are ready to hit Moscow with the hydrogen bomb from our 
overseas bases ¢ 
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General QursaDA. Yes. 

Mr. Burveson. Bat we are not ready to hit the rabbit holes in some 
remote spot where the brush fire war has developed. 

General Qursapa. The Syrians? 

Mr. Burteson. How can we be ready for that sort of war? 

Mr. Vorys. With little atomic weapons. 

General QurEsapA. Assuming that there should be an occupation by 
the Soviet forces of Syria I do not feel that we have the capability 
of moving into Syria and being effective quickly and decisively. If 
we did I think the Russians would not move into Syria. It would 
take us weeks to get into Syria—unless we responded with an air 
effort alone. 

Mr. Burireson. You mean with ground troops? 

General QursapA. Our ground troops and the Air Force are not 
geared to that type of war with the same degree of efficiency as our 
strategic striking force. 

Mr. Burieson. Could we not get there as quickly as we could get 
into Russia with the Air Force? 

General QugEsapa. Oh, no. 

Mr. Burteson. Why could we not? 

General Qursapa. Because it takes a matter of hours to get our 
Strategic Air Force into Russia, whereas I think it would take weeks, 
certainly, to get an effective force into Syria. 

Mr. Burueson. If we were doing the same thing! If we were at- 
tacking in the same manner ? 

General Qursapa. Well, if we attacked in the same manner the sit- 
uation is similiar, but I just cannot believe that we would attack 
Syria in the same manner as we would attack Russia. 

Mr. Burieson. That is the point, of course. It is not geographic; 
it is what we want to do after we get there; is it not? 

General Quesapa. We would need to have the means of countering 
the force that Russia could put in. In the case of Syria, I would 
imagine the situation would require a highly mobile and efficient Army 
supported by equally mobile and equally efficient Navy and Air Force 
units prepared and capable of applying the degree of force that is 
necessary to succeed. 

Mr. Burteson. Thank you. Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Merrow ? 


ABILITY TO COPE WITH LIMITED WAR 


Mr. Merrow. Mr. Chairman. 

In the first part of this statement, General, you have very clearly set 
forth your opinion that we are adequately prepared from a nuclear 
point of view, and you said, at the bottom of page 2 


We have good reason to believe that our stockpile of nuclear weapons is 


already quite adequate to cope with whatever strategic tasks such a conflict 
might entail; 


and so on. 

Then in discussing the limited war you state that we have not fared 
so well. 

Now, the fact that we are prepared for a nuclear war does not seem 
to deter the Soviet Union from doing the things that are very discon- 





950 FOREIGN POLICY AND MUTUAL SECURITY 


certing and distasteful not only to us but to the rest of the free world 
as well. Then you stated: 

I am certain that we have the ability to convince friend and foe alike that we 
are able to engage in a limited war with assured success. 

I think it was partly answered in response to Mr. Burleson’s ques 
tion, but does it not come back again to a question of policy; what we 
are going to do when the Soviet Union does such things as she has done 
in Hungary, or threatens to get into the Near East and soon? Even 
though we might have the capability to engage and be successful in a 
limited war and even though we may have the superiority so far as the 
nuclear situation is concerned, do we not have to decide under what 
conditions we are going to act somewhere / 

General Quresapa. One of the deciding factors or one of the influenc- 
ing factors in that decision, will be our “ability.” We should not de- 
cide to do somet hing and not have the ability to do it. 

What I am trying to get across is: If we have the means with which 
to he effective in a “small war” we are more apt to be willing to enter 
the small war—which in itself is a deterrent. 

Mr. Merrow. And confining it to the small war, then, if we had the 
means to enter and be successful you think a display of willingness on 
our part would perhaps deter the rgressor ¢ 

General Qursapa. Yes, sir: that is exactly the point. 

Mr. Merrow. But on the other hs wad our superiority so far as the 
Strategic Air Command is concerned and our ability to deliver devas 
tating blows in a nuclear war does not seem to deter anybody. 

General Quesapa. Well, you refer to Russia annoying us. 

Mr. Merrow. Yes. 

General Qursapa. They have annoyed us only up to a point where 
we would not go into a total war. 

Mr. Merrow. Well, that is true. 

General Qursapa. Yes. 

Mr. Merrow. That is true, is it not ? 

General Qursapa. That is true. But they still have annoyed us. 
Now, if we had the ability to respond to minor annoyances to the 
same extent that we have the ability to re spond to major annoyances, 
they p robably would not engage in minor ann ovyances. 

Mr. Mrrrow. You do not think they would give us, as you said, 
major annoyance because they would be afraid of atomic ret: aliantion' d 

General Qursapa. Likewise, they would not give us a minor annoy- 
ance because they would be afraid of minor retaliation if we had the 
ability to retaliate in a minor way. 

Mr. Merrow. In other words, if we had the ability to carry on this 
limited conflict you speak about and we decided to enter a certain 
area, such as Hungary, or a certain area in the Near East, if they 
moved in, you think they would stop there and not engage in a bigger 
oper ation / 

General Qursapa. Or not engage in the smaller. 

Mr. Merrow. Not engage in the smaller / 

General Qursapa. Not engage in the smaller if they knew, No. 1, 
we were able to do something about the smaller and, No. 2, willing 
to do something about the smaller, They would not go into Syria 
if they knew we were capable of going into Syri: \ quickly and if they 
knew we were capable of being successful in Syria. 
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Mr. Merrow. Well, if they keep on with the small annoyances and 
we do not do anything about it from the standpoint of, we will say, 
nuclear war or the Strategic Air Command, can they not pretty nearly 
get anything they want in the world ¢ 

General Qursapa. That is my point. That is why I feel we should 
develop the ¢ apability to keep them from continuous encroachment. 
We should have the willingness and the ability to stop this continuous 
encroachment to which you refer. So long as we do not, they will 
continue to encroach. 

Mr. Merrow. That looks like a matter of degree in a way, because 
we could Say, if we wanted to say it, “If you encroach any further, 
we will be in this nuclear business.” But they know we will not do 
that, I suppose. In other words, we could use the—I do not like to 
use the word “threat”; but we could use the point of the nuclear capa- 
bility we have and say, “If you go into certain areas, then you are 

coing to be in trouble; we are going to act In some way. 

General Qursapa. I have the j impression that they understand there 
are certain limits beyond which they cannot go. 

Mr. Merrow. IL see. 

General QurEsapa, Such as further encroachment into Greece, as an 
example. 

Mr. Merrow. I suppose so; yes. 

General Qursapa. If they should move a vast army into Greece, I 
think they recognize we would then engage in total war. I am not sure 
they underst: and that by moving a v: ast force into Syria we would 
engage in total war, I think our response would be: This is a minor 
and local conflict and not justifying war. So then they move into 
Syria. 

Mr. Merrow. Following your line on the limited war, we still would 
have to develop a lot of policy y that we do not have at the moment; 
would we not ¢ 

General Qursapa. Yes. 

Mr. Merrow. That is all, Mr. Chairman. 

Chairman Ricnarps. Mr. Hays of Arkansas. 


SELF-SUFFICIENCY OF OTHER NATIONS 


Mr. Hays of Arkansas. General, this statement about the self-suffi- 
ciency of nations, you were limiting that reference to military and not 
economic; were you not? You say our objective should be ‘self-sufli- 
ciency for each nation. Were you thinking exclusively of military ? 

General Qvesapa. I understand our policy y is to make our friends in 
Western Europe economically capable of standing on their own feet 
and not requiring continuous foreign aid. 

Mr. Hays of Arkansas. I just wanted to be sure I understood you. 

General Qursapa. I mean we must look forward to the termination 
at_ some time in the future of foreign aid to the European countries. 
For their own moral fiber that has to be done. As long as we are aiding 
them, in one sense we are weakening them. 

Mr. Hays of Arkansas. Well, yes. Thank you. 

Chairman Ricnarps. Mr. Prouty. 

Mr. Provuty. General, is it customary for a retired officer to clear a 
statement he makes before a congressional committee with the Penta- 
gon? Iam asking this asa matter of general information. 
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General Qursapa. I do not know that it is. I have not cleared these 
remarks. I am not expressing the views of anyone else. 


USE OF INTERCONTINENTAL BALLISTIC MISSILE 


Mr. Proury. Assuming that an intercontinental ballistic missile is 
developed, would that nullify the value of our overseas airbases ¢ 

General Quesapa. I should think it would diminish the requirement, 
but not necessarily eliminate it within our lifetime. I am reasonably 
certain that the inhabited w eapons, as compared to the intercontinent: al 
ballistic missile which is uninhabited, will continue to be a part of our 
military structure. Hence, I think that until such time as the European 
countries themselves are capable of defending themselves without our 
aid, we would be wise to keep our alliances in one form or another. 


DEFENSE OF ENGLAND OR WEST EUROPE AGAINST NUCLEAR ATTACK 


Mr. Proury. Is it possible to wholly defend England, for example, 
against an all-out nuclear attack / 

General Qursapa. Giving to the Russians the same capability of 
developing an offense that T attribute to ourselves, I would then say 
that it is not possible for England to develop an absolute defense. 

Mr. Prouty. What would happen to England in the event of a nu- 
clear attack? Would there be anything left ? 

General Qursapa. If Russia could develop the offensive capability 
that is reasonable to expect, it would seem to me that if they wished to 
concentrate on England they could make a shambles of it. 

Mr. Provuty. Is that also true of Western Europe as of the present 
moment ¢ 

General Quesapa. By the use of the atomic bomb? My opinion is 
that it could not obliterate Western Europe now, assuming, however, 
that they themselves were attacked in turn. 

Mr. Prouty. Does anyone know whether the human race can sur- 
vive an all-out atomic war? I have seen the opinion expressed publicly 
that it is very doubtful. Others do not seem to worry too much. 

General Quesapa. That is too difficult for me to answer. 

Mr. Provty. ewes know of anyone who has the answer? 

General Qursapa. I do not think there is an answer. The probabili- 
ties are so nebulous that an answer would be ¢ equally nebulous. You 
would have to assume so much that the answer may be meaningless. 


NATO WEAKENED BY FRENCH ACTIVITY IN AFRICA 


Mr. Provury. Certainly the NATO forces have been weakened by 
sending French troops to Africa. What do you think about that? 
Should we become involved in the French problems in Africa? Cer- 

tainly NATO is weakened by the utilization of those forces in another 
continent. 

General Qugsapa. I do not consider myself to be an expert in that 
field or to he ave more than a layman’s knowledge, but it seems to me 
France’s problems in Africa are ‘domestic, 

Mr. Proury. Those domestic problems have weakened NATO: have 
they not ? 

General QuUEsADA. I am inclined to think we should not become 
involved except in an academic way. However, should it deteriorate 
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to the point that the Soviet forces entered those areas, then it would 
seem to me we should become involved and would. 


MILITARY SUPERIORITY OF WEST 


Mr. Proury. One more question. Do you feel we have real su- 
eriority, militarily speaking, now? Is the opinion you have expressed 
Loaed on intelligence reports or what is the basis ? 

General Qursapa. It is based on my limited knowledge of what our 
stockpile in terms of thermonuclear weapons consists of, and on my 
knowledge of our delivery systems and our geographical deployment. 

Mr. Prouty. That is where you think the primary advantage is? 

General Qursapa. I would not call it primary because it would serve 
no purpose unless we had something to deploy. Our primary advan- 
tage is a force in being. 

Mr. Proury. Do you, or do our people, have accurate knowledge 
of the present Russian military capability / 

General Qursapa. We have reasonable knowledge, I think. 

Mr. Proury. I think we were very much surprised to learn that 
among Russian materiel shipped to Egypt were some items our people 
knew nothing about, or knew nothing about the extent of such ship- 
ments to Egypt. 

General (Jursapa. My knowledge is limited to what I read in the 
newspaper. By any standard, however, the quantity was not very 
great. 

Mr. Provuty. Thank you. 

Chairman Ricwarps. Mr. Donovan. 

Mr. Donovan. No questions. 


RETAINING FOREIGN AIR BASES AS DETERRENT TO ATTACK 


Chairman Ricuarps. General, before closing I would like your 
opinion about this: 

Is it likely that our foreign air bases will continue to have a signif- 
icant deterrent effect against a Soviet attack ? 

General Qursapa. My opinion is, “Yes.” 

Chairman Ricuarps. Do you think the importance of these bases is 
likely to decline with the imminent development of longer range mis- 
siles? 

General Qursapa. It is likely to decline as long-range missiles be- 
come a reality; but not necessarily eliminate the requirement in the 
foreseeable future. 


Chairman Ricwarps. Likely to decline, but the importance will not 
be eliminated ? 

General QursApA. Will not be eliminated until such time as the 
European countries that are our friends can deter to the same extent 
we can, 


ADVANTAGES IN DISPERSAL OF FOREIGN AIR BASES 


Chairman Ricwarps. Is it fair to say, in enumerating some of the 
advantages of our foreign airbases, that the dispersal of these bases 
makes our defenses more effective? 

General Qursapa. Yes. 

Chairman Ricuarps. Are they helpful, or would they be helpful, in 
developing a frontal warning screen ? 
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Genera) Quesapa. Yes. 

Chairman Ricuarps. And they could possibly be used as sites for 
countermissile attacks against Russia; could they not? 

General QursapA. Some could. 

Chairman Ricuarps. Some could. In the event we would use our 
missile-defense potential, foreign bases might be used in diversifying 
our missile attack, short range : and long range? 

General Qursapa. Yes. 

Chairman Ricuarps. Thank you very much, General. You have 
been very helpful. Any further questions ? 


SOVIET THREAT IN SYRIA 


. Vorys. Mr. Chairman, just one question. I have been looking 
on one map and it is only about 150 miles by land from the nearest spot 
in the U.S. S. R. over to Syria. That goes through Iran or through 
Turkey, with both of which countries we have mutual defense agree- 
ments. 

I have felt that the very fact that any Soviet concentration in Syria 
of any size would have to overfly Turkey or Iran or go through waters 
where our side controls, would make that a big affair. It would not be 
a brush-fire affair if Soviet forces went in. Do you have any comments 
on that? Ifthe U.N. said, “We are not going to kid ourselves on this 
volunteer business. If volunteers try to fly over Turkey or Iran we 
will go after them,” would you call that a brush-fire thing? 

General Qursapa. I can visualize a condition where the Russians 
could overfly Iran with Iran being incapable of stopping them. In 
that case we would find that as a matter of fact there were Russian 
forces in Syria and nobody has fired a shot. Now, whether that act will 
be construed or will result in triggering a general war, I do not know. 
1 doubt that it would. I think our reaction would be to consider that 
something less than a total war. I am not sure, however. 

Mr. Vorys. For a neighborhood fuss like that, I thought we had a 
number of airb: ases near enough to Syria that we could get there, not 
with B-52’s, but with jet planes carrying various kinds of rockets and 
with warheads that might not be exotic but that would perform a simi- 
lar function. I thought we had weapons and procedures to handle 
something like that from the military standpoint. I thought we could 
do it now. 

General Qursapa. I think we can. I would not like to leave the im- 
pression that we are completely incapable of any action. I do question, 
however, if we have, with reasonable certainty, the means of assured 
success in varying ty pes of small wars. If we did and it was known, I 
think we would then have a deterrent to the small wars. At this point, 
I would like to make it clear that the military effort we bring to bear 
and the type of weapons that we employ should be limited to the re- 
quirement of success. 'To express it more bluntly, we should have the 
abilit y to apply a graduated deterrent. 

Mr. Vorys. Thank you. 

Chairman Ricwarps. Thank you, General. Thank you for coming 
up. 

The committee stands adjourned until 2: 30. We will have a briefing 
session that may be long, so please be here for the first part, anyway. 

(Thereupon, at 1:15 p. m., the committee adjourned until 10 a. m,, 
Tuesday, November 27, 1956.) 
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TUESDAY, NOVEMBER 27, 1956 


Hovusk Or REPRESENTATIVES, 
ComMITTFE ON Foretcn AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, in room G—3, United States 
Capitol, at 10:30 a. m., Hon. James P. Richards (chairman) pre- 
siding. 

Chairman Ricwarps. The committee will come to order, please. 

We will continue in executive session on the question of foreign 
aid and its relation to foreign policy. 

We are fortunate to have with us this morning the Honorable 
Chester Bowles and the Honorable Norman 8S. Buchanan. 

The first witness will be Mr. Bowles. 

Governor, I want to say that we appreciate your coming down. 
Most of the members know you. We have had the good fortune to 
hear you in this committee on previous occasions, and we feel priv- 
ileged to have you with us this morning. 

Of course you know that the subject this morning deals with our 
relations with the underdeveloped areas. 

Have you a statement you would like to read ? 


STATEMENT OF HON. CHESTER BOWLES 


(Director, Institute of International Education, American Council of 
Learned Societies, Fund for Peaceful Atomic Development; trustee, 
Fletcher School of Law and Diplomacy, Franklin D. Roosevelt 
Foundation, Woodrow Wilson Foundation; member, Rockefeller 
Foundation. Formerly State director, Office of Price Administra- 
tion, 1942-43; General Manager, then Administrator, OPA, 1943- 
46; Chairman, Economic Stabilization Board, 1946; delegate to 
UNESCO Conference, Paris, 1946; National Commission for 
UNESCO member, 1946-47; Governor of Connecticut, 1949-51; 
Ambassador to India and Nepal, 1951-53) 


Mr. Bow.es. I have a statement which I would like to read. I 

might skip a little of it, but it will give a general drift of what I am 
tryi ing to say. 

First I would like to express my appreciation for what the com- 
mittee is doing. I think the thoughtful study you have undertaken 
is of tremendous help and very badly needed. 

We have here a subject w hich is open to great confusion and, at 
best, is very complicated. It goes against many of our traditional 
attitudes, It calls for a new understanding and new sensitivity to 
many parts of the world with which we are not particularly familiar. 
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Yet I feel it is of vital importance to the future of the free world 
and our hopes for peace. 


IMPORTANCE OF FOREIGN ECONOMIC PROGRAM 


I have been concerned and interested in economic development for 
a long time. I was interested in it before I went to India when I 
worked for the United Nations and when I visited E urope during 
the Marshall plan development. 

In India my arrival coincided with the first major point 4 program 
in that country. I participated in its development and growth and in 
the administration of the program. 

In 1953 I had an opportunity to travel through all the countries of 
east Asia and south Asia where we had aid programs. 

I went down through Africa in 1955 and back to India and Pakistan 
again to see the economic progress there. 

I came out of this experience with a feeling that our ability to 
develop not just a foreign aid program but a comprehensive and 
thoughtful foreign economic program is basic to our ability to plav 
the role we all would like to see our country play in the years ahead 


CHANGES IN SOVIET TACTICS 


In the last 3 years a profound switch in Soviet political and eco- 
nomic tactics has given a new ur gency to our efforts to clear the decks 
for an effective American program in Asia and Africa. These new 
tactics reflect the grand strategy of world revolution laid down by 
Lenin more than 30 years ago, and I believe it is important that they 
be broadly understood. 


A. LENINISM 


Lenin believed that the very existence of democratic capitalism was 
based on the exploitation of ‘colonies and dependent nations in Asia 
and Africa. The ultimate victory of communism, he said, w ould come 
through a revolutionary association with these “exploited” peoples. 
Once the economic and political bonds that hold the heavily industrial- 
ized western nations to the raw material producing areas are broken, 
the economic and military power of the capitalist world would be 
undermined. Ultimately the western nations would be brought t- 
their knees. 


B. POST-STALIN POLICY 


Since Stalin’s death in 1953 the new long-term two-pronged global 
strategy of Soviet policy based on this Leninist concept of ‘world 
relationships has rapidly been taking shape: 

First, the development of massive military power based on the most 
modern technology, which may be used gr: adually to cower our friends, 
to break up our alliances, to impress the neutrals with Soviet omni- 
potence, and, in the event of war, to obliterate our capacity to retaliate. 

Second, the development and extension of Soviet economic rela- 
tions with the “exploited” peoples of Asia, Africa, and the oil-rich 
Middle East with generous capital loans and the export of well- 
trained technicians. Once a favorable start has been made in creat- 
ing these economic relationships, we may assume that Moscow will 





FOREIGN POLICY AND MUTUAL SECURITY 257 


switch its emphasis to political cooperation and, ultimately, to a 
Moscow-dominated political federation. 

If these tactics are successful, America may eventually be maneu- 
vered into military, political, and economic isolation from the natural 
resources and the people upon which her influence, prosperity, and 
security are largely dependent. 


ECONOMIC DEPENDENCE OF UNITED STATES ON OTHER COUNTRIES 


An important aspect of this evolving politico-economic challenge 
grows out of our increasing dependence on imported raw materials. 
Half of our industrial raw-material requirements are already met 
from abroad. By 1970 our present consumption will have doubled, 
our own resources will have further diminished, and we will be com- 
peting with other nations now in the process of rapid industrial 
growth. 

LOSS OF UNITED STATES PRESTIGE ABROAD 


We started out when the war was over with tremendous prestige 
and a great opportunity to work with these people on a good and solid 
relationship. It is a big subject, how we drifted into some situations 
where our prestige is less than we all would like it to be. I will not 
go into it here. It is too long a story. 

Yet we have lost much ground in Asia and Africa. We have gained 
some back perhaps in the last few weeks. Nevertheless, we have suf- 
fered some unnecessary defeats. 


NECESSITY FOR NEW PERSPECTIVE IN UNITED STATES FOREIGN RELATIONS 


The central question for American policymakers now seems clear: 
Can America develop a new perpen’ on its relations with the world 


that will enable us to forge the essential bonds of common self-interest 
with the majority of mankind that is neither Communist nor western 
before time runs out? 

The answer to this question, I am convinced, will determine the 
shape and character of tomorrow’s world. Today most thoughtful 
observers must agree that the outcome is in doubt. 


INTERNAL PRESSURES FACING NONCOMMUNIST ASIA AND AFRICA 


Most of the new leaders of non-Communist Asia and Africa are west- 
ern educated and largely committed to democratic objectives and, in 
varying degrees, to democratic methods. But they are also subject to 
unprecedented internal pressures generated by low living standards 
made even more explosive by a new public understanding of the po- 
tentialities of modern technology. 

This poses for them a critical dilemma. 

Any nation, democratic or totalitarian, which seeks rapidly to ex- 
pand its economy wholly through its own resources must consume con- 
siderably less than it produces. Only by keeping consumption of con- 
sumer goods and services to a minimum can the productive capacity 
be made available to build the railways, steel mills, port facilities, and 
powerplants on which a modern industrial society is based. 

This economic process, particularly in its early stages, has always 
created heavy internal strains and in most instances has demanded 
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harsh sacrifices. Even under democratic governments the 19th cen- 
tury industrial revolution, which laid the groundwork for the present 
soaring production levels of the apitalistic West, was characterized 
by low wages, slums, and grinding poverty for the great majority of 
people. Profits had to be. big to provide the capital with which to 
expand, and the result was a hes Vy squeeze on people. 

This squeezing of the people, holding down their living standards by 
concentrating all resources on the building of an industrial base, has 
resulted in greatly increased production in the Soviet Union, but at 
a heavy cost in human values. 


A. RAPID INDUSTRIALIZATION 


This difficult question of balance between industrial growth and 
increased living standards that always has faced any country trying 
to go ahead rapidly now has been made even more complicated by two 
new economic developments. Because industrialization has become 
synonymous with national purposes and power, and because of wide- 
spread public knowledge of the new technology, the political pressures 
for extremely rapid growth in Asia and Africa are now much greater 
than during the early period of our own industrial development. 
Everybody is demanding the millennium in a hurry. They want to 
see their country blossom forth with steel mills, more food production 
right away. This generates terrific political pressure where dema- 
gogs easily can capture the appeal of the mobs in the street 


B. IMPROVEMENT IN LIVING CONDITIONS 


At the same time that this demand to become industrialized quickly 
is being pressed, people are demanding rapid improvement in living 
standards. They are not content to know they are getting new steel 
mills or new power plants. They are asking—what are you doing for 
me in my village? Will we get a better school? Will I receive more 
consumer goods? Will I get the things that make my life a little 
easier ? 

We ourselves say that the test of any economy is the living standards 
it produces. 

Point 4 leaflets and U. N. publicity suggest that every nation must 
be judged by the degree w ith which its livi ing standards are improved. 
This adds further to the pressures that are working in all these 
countries. 


DEVELOPMENT PROBLEMS FACING UNDERDEVELOPED COUNTRIES 


These pressures are made even more explosive by the fact that 
village life is breaking down, people are moving to the cities, they are 
looking for jobs, their minds are Opening up, some of the old religious 
patterns of Asia are being profoundly affected. 

For instance, in India the old joint family system gradually is dis- 
integrating, and this opens people up to new frustrations. 

Thus a nation which chooses to develop its resources by democratic 
methods has a hard and difficult task. 1t must keep its taxes within 
acceptable limits or it will be voted out of office. It must divert 
enough productive capacity to consumer goods and services to satisfy 
the public demand for tangible improvement in living standards. 





FOREIGN POLICY AND MUTUAL SECURITY 259 


At the same time it must match within reasonable bounds the highly 
publicized industrial achievements of comparable Communist nations, 
such as China; while the government of a Communist country using 

olice state methods can squeeze far heavier taxes from its ‘people, 
invest practically all its savings in heavy industry and military de- 
fense, and postpone indefinitely any substantial improvement in living 
standards. 


COMPARISON OF SYSTEMS IN COMMUNIST CHINA AND DEMOCRATIC INDIA 


Totalitarian China and democratic India offer striking examples 
of the practical effects of the two alternative systems - in action. 
According to a recent report in the London Economist, China is now 
concentrating 22 percent of her annual gross national product in basic 
expansion, most of it in heavy industry, transportation, and power 
development. India, although governed by men of great ability and 
political courage, has so far been able to push the annual rate of sav- 
ings available for similar developments to only 8 or 9 percent, and 
this is an optimistic figure. 


ROLE OF UNITED STATES ECONOMIC ASSISTANCE 


This brief analysis brings into sharp focus the decisive role of an 
intelligent American economic assistance program for those new Asian 
and African nations which seek to avoid totalitarianism, i. e., to keep 
the internal sacrifices and strains which are an inevitable byproduct 
of rapid economic growth within limits acceptable to a free people; 
to enable democratic governments to avoid police-state methods and 
still approach, if not match, the Communist rate of economic growth. 

When I once asked the Indian Finance Minister, “How do you know 
you are taxing your people to the limit?” he answered, “When riots 
begin in Cale utta I alw: ays know I reached a limit. I have to then pull 
back a little.” Those who have been to India know that Calcutta is 
the most mercurial city in the state, the most radical and explosive. 

Hence they tax their people to the democratic limit although less 
heavily than the Communist countries, while at the same time they 
must offer them enough visible personal improvement, so that they 
will go on voting for the party in power. 

The majority “party in India faces an election this Mar ch. Unless 
it can say, “You are better off than you were 5 years ago,” it will not 
roll up the majorities it needs to govern effectively. 


RESTRICTIONS AND LIMITATIONS TO PRIVATE INVESTMENT 


The traditional means of effecting a flow of capital to less devel- 
oped nations from the better developed nations has been through pri- 
vate financing. We all know the difiiculties in getting this done today 
on a massive enough scale. In the old free- trade days of Britain the 
less advanced countries were able to earn pound sterling in England 
and use it for the purchase of goods for their development. 

Any of us who have been in public life know that the pressures on 
the tariff question are now very great. As political realists we realize 
we will not get back to anything approaching a free-trade system. 

More than that the political risks for business in the unstable world 
of Asia are very great. If I were president of a large corporation 
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thinking of investing in Asia I would feel, in justice to my stockhold- 
ers, that I had to demand a high profit r atio to make up for the political 
risks that I would face in investing money abroad. 

Yet when you put your profit margins up to this level they become 
politically unacceptable to many of the people there, and they lay you 
wide open to all the leftwing, Communist, and other groups who say, 
“Why should we let the foreigners come in and exploit our country %” 

So, if you put your profits up to where they have to be to justify the 
risk you take, your investment is rejected. To a large degree this 
accounts for the fact that exc ept in the petroleum and mining indus- 
tries, capital investment in the underdeveloped areas by private -apital 
has not been very great. 


NEED FOR NEW GLOBAL APPROACH TO ECONOMICS 


A new global approach to economics seems to me very much in order 
and indeed seems inevitable. We have gone through a difficult adjust- 
ment and learning period. 

This committee and other groups are contributing constructively to 
our international education in foreign assistance. I have a feeling 
when the dust settles on all this we will find ourselves with new im- 
proved approaches and better ways of doing things. 

In regard to our farmers, I often think back to 1932. In 19382 the 
grocery “stores were overloaded with food which could not be sold and 
was spoiling, yet millions of people who were hungry couldn’t buy 
groceries. 

Learned economists scratched their heads and said, “These people 
face the iron laws of economics. Nothing can be done. It is unfortu- 
nate but there we are.” 

This was, of course, wrong and we found ways to break down the 
barriers and begin the flow of goods and services and money. 

Similarly, I feel that our present capacity in agriculture, which 
often looks so much like a white elephant, will, in this hungry world 
and poorly clad world, be turned into an asset, an asset from which 
we will profit and the underdeveloped peoples will also profit. 

In talking to farmers in the last year I found that the most convinc- 
ing thing you could offer them was not a bigger soil bank or increased 
parity, but to say, “We must find a way to put your food-producing 
capacity to work in this hungry world. " 

he new program in India, recently, was a wonderful step in that 
direction. 

We have learned a good deal but I am afraid we have not learned 
enough, and now the pressure really is on. 


SOVIET INDUSTRIAL GROWTH 


Several of us in 1953, following Stalin’s death, prophesied that 
the Soviet Union would go into this field on a major scale. 

As you know, the figures of Soviet annual industrial growth are 
around 7 or 8 percent. 

We also know that the U. S. S. R. is producing a tremendous number 
of technicians, engineers, and other technicians. 

In the spring of April 1953, having watched this situation grow 
in Asia and heard some of the rumblings out there of Soviet policy, I 
wrote: 
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A new period of ruble diplomacy lies immediately ahead. A devastatingly 
effective Soviet version of point 4 could be put together for one-fourth of the 
present estimated $8 billion annual increase in Russia’s national income. The 
possibilities of such a program, wisely administered, are sobering to contem- 
plate. If we continue to put our faith exclusively in military power, we will soon 
lose our big chance. 


Moscow is now increasing its output $8 or $10 billion a year. If they 
put a little of that extra income into Asia, Africa, in loans and develop- 
ment programs, they can make a great deal of political progress. 


WEAKNESSES IN MARSHALL PLAN 


The Marshall plan was a great step forward. It undoubtedly saved 
Western Europe from going under. I don’t think there is any doubt 
that if we had not taken the steps we took then, and this committee 
played a very major role in it, that the Soviet Union would have 
overrun Europe. 

Yet people often ask why are 20 to 25 percent of the people of Italy 
or France still Communist? What is wrong? 

To some degree it goes back to the fact that the programs we 
launched in Europe following the war did not create the sense of 
growth and development from the ground up which it seems to me 
essential for healthy economic and political development. 

People didn’t feel a sense of belonging, a sense that they were grow- 
ing, that they were in a community in which all are working their 
way forward together. 

If they had had a greater sense of participation in their own growth, 
if there had been more cooperatives, more land reform in Italy, per- 
haps, we would not simply have stopped communism in Europe, we 
would have done a better job of rolling it backwards. 

In Asian countries we also find that substantial increases in output 
achieved through American assistance have not always been matched 
by a corresponding increase in political stability. And the reason, I 
believe, is the same. 

Our assistance programs have too often underwritten the old pat- 
terns of life with all their built-in inequities, although at a higher 
productive level. When we help put more food in a man’s stomach, 
cure his malaria, and teach him to read and write, without treating 
the basic injustices which embitter his attitudes toward society, we 
have often found ourselves faced, not unnaturally, with a better fed, 
more formidable revolutionary. 


OBJECTIVES OF EFFECTIVE FOREIGN AID PROGRAM 


This helps to bring the requirements of an effective foreign aid 
program into clearer perspective. In addition to creating more 
wealth, such a program must place heavy emphasis on the develop- 
ment among the workers and peasants of a healthy, cooperative atti- 
tude toward their national governments and their communities. 
This requires steady progress toward three essential objectives with- 

out which political stability in Asia, Africa, and South America will 
almost certainly fail to develop: 

(1) A recognizable increase in economic output; 

(2) A sense of widespread personal participation in the crea- 

tion of this increase; 





262 FOREIGN POLICY AND MUTUAL SECURITY 


9 


(3) A public conviction that the fruits of the increase are 
being fairly shared, with injustices steadily lessening. 
I didn’t s say the eli imination of all injustice. You never will get 
that. But at least the people should see there is less and less injustice 
as production rises. 


A. INCREASING PRODUCTION 


Because we have focused our efforts in Asia and Africa largely on 
objective No. 1—sheer production increases—and because in many 
areas a growing percentage of the new wealth created with our assist- 
ance has been diverted into the hands of the ruling hierarchy, we now 

find ourselves identified in many parts of the world with the ‘despise d 
status quo. 

American-trained students from certain Middle Eastern and South 
Asian countries often tell a tragic but familiar story. They return 
from their studies in the United States excited about the prospects of 
working to promote democratic growth and development among their 
own people. But upon reaching their homelands, they find semi- 
feudal regimes bols tered and even kept in power by American eco- 
nomic assistance. 

They find governments which tax the rich only a fraction of the 
degree to which we Americans tax ours. They find ridiculously low 
corporate taxes. They find scarce foreign exchange spent, not for 
necessities, but largely to pay for imported luxuries. 

In other words, they often see our economic assistance used, not 
to speed reform, but to postpone the need for it, and thus to protect 
the power and prestige of the antidemocratic, rightwing groups which 
are clinging hopelessly to the past. 

Economic assistance grants designed to stop communism by such 
narrow means must ultimately fail. By underwriting an unpopular, 
feudal status quo which could not conceivably survive through 1ts 
own resources, American-aid programs may even turn large numbers 
of people against us and ultimately lead them to accept communism 
as the sole way to change an intolerable situation. 

Half-baked, indiscriminate programs of technical assistance also 
have their pitfalls. Since the war a very large number of American 
technicians have been at work in Middle Eastern and Asian nations. 

Many of them are able and well trained. Some of them have ac- 
con rplished much, not only in increased production and improved 
training, but in demonstrating their dynamism and human qualities 
of a democratic society. 

Yet often they and their families have come with an inadequate 
psychological preparation for the strange, new situations which they 
are called upon to face. Even some of the ablest of them have come 
with a narrow faith in tractor-powered agriculture in lands where 
labor costs are so low that family-powered hand agriculture is still 
more efficient. 

As you may know, the Japanese get more from a field of rice-paddy 
production without any modern equipment, although with modern 
fertilizers and good seeds, than we do in any of our rice areas on the 
average. Hand agriculture in a small area is not inefficient as to pro- 
duction amounts but purely costly if you have to pay high wages. 

If there are no wages, if there is plenty of manpower, whole fami- 
lies ready to work, they can really garden a rice-paddy field. A mil- 
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lionaire in Newport wouldn’t tackle his rose bed with tractors. He 
would approach it with careful hand cultivation. We are wedded to 
tractors. We have had to use them because of our high labor costs. We 
assume that this is the answer to almost any agricultural problem, 
and, of course, it is not. 

So let me-briefly review: The fact the government of a new demo- 
cratic underdeveloped country cannot save enough through taxes and 
still get elected, and at the same time provide the visible supply of 
increasing consumer goods, and still get the capital it has to have if 
it is going to make its case against Communist China—such a gov- 
ernment may be driven to more and more totalitarianism in order to 
squeeze more and more out of their people and deny them the con- 
sumer goods, so they can press ahead with the building of an in- 
dustrial base. We need American aid to help ease this dangerous 
squeeze. 


B. SHOULD ENCOURAGE PARTICIPATION OF PEOPLE TO INCREASE SENSE OF 
JUSTICE 


A second point is equally important, and that is that the purpose 
of an aid program must be more than simply to raise output. It must 
be to increase output in a way that brings about the participation 
of the people and gives them an increasing sense of justice. 

In India I have traveled a great deal in the villages. You nor- 
mally would expect most communism to grow in areas where you see 
the greatest poverty. This, I found, is not necessarily the case. 

In areas where you have the lowest living standards you frequently 
have no well-to-do people at all. Moneylenders stay out because no- 
body can borrow any money. 

Landlords stay out because the land is so poor. 

The ratio of the very rich to the very poor may be no more than 7 
or 8or10to1. The Communists rarely make progress in such an area 
because there is no obvious target at which to strike. 

Yet they will go into an area where the poorest man may be better 
off than the richest in this other area, and where the difference be- 
tween rich and poor is not 8 to 1 or 10 to 1 but 100 to 1 or 80 to 1, 
and where there is, therefore, a greater show of injustice; where the 
land is owned by the few; where moneylenders charge huge interest 
rates; and they say “destroy the ruling class and you can eliminate 
these problems.” “That is the simple picture the Communists give 
these people—and its effect is often explosive. 


INEFFECTIVENESS OF ECONOMIC AID 


Therefore we must clearly define the purpose of economic aid. We 
must know what it can accomplish; equally important, we must know 
what it cannot accomplish. 

We have seen, for instance, that economic aid cannot buy friends 
or win new converts to the American way. Nor by itself can it pro- 
duce political stability. 

The use of economic aid to bolster feudal governments which stub- 
bornly refuse to undertake internal economic reforms is a blind alley. 
To underwrite the economies of recipient nations in a way that en- 
ables them to neglect their responsibilities for fair taxation and ef- 
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fective control of foreign exchange is not only wasteful, it plays 
straight into the hands of Moscow. 

Being human, we may hope that other people will like us and sup- 
port our views. Buta desire for friends, allies, and approval should 
never be our prime motiv ation for assistance 

Our objective is not to win a short-term global popularity contest, 
but to help other nations achieve a degree of internal stability that 
will enable them to remain independent masters in their own houses, 
determined to defend their freedom against all foreign intruders. 


DANGERS IN RELATING AID TO SOVIET CHALLENGE 


Although the implications of the Soviet challenge are clear, argu- 
ments which tie our economic assistance to the “duration of the Com- 
munist menace” dangerously oversimplify the problems which now 
confront us. So do proposals which would relate our assistance pro- 
portionately to the extent of the Communist danger in each country 
under consideration. 

Many leaders of the underdeveloped nations may infer from such 
statements and actions that the more domestic Communists they have 
or the more pressure they can generate from Moscow, the greater the 
economic assistance which may be expected from America. To foster 
expedient reasoning of this kind is to turn a noisy Communist minor- 
ity and vague Soviet promises into valuable economic assets. 

If we tell a country that “Unless you have many Communists we 
will not help you,” we obviously put a premium on getting Com- 
munists. 

You may know the old story of the Prime Minister of Monaco who 
came here in the days of the Marshall plan and asked for $10 million, 
which was quickly ; granted. 

But as the Prime Minister was going out of the office somebody 
asked, “Tell us, how is the Communist problem in Monaco?” 

He said, “We have no Communists there. We are middle-classed 
people. We work hard. We have sizable economic problems but no 
Communists.” 

They said, “No Communists, how then do you expect us to give you 
assistance? We cannot go to Congress and ask them for money for 
Monaco if you have no Communists.” 

On the way through Paris the Prime Minister stopped at the Quai 
d’Orsay to see the French Foreign Minister. He said: “We are in 
great trouble in Monaco. We need money and yet can’t get it from 
America because we have no Communists. Could you loan us 1,500 
Communists for the weekend who can break windows and create 
trouble? We can see that their pictures are taken for the newsreels 
in America and then we will surely get our money ?” 

The French Foreign Minister is said to have stroked his beard, 
looked out the window, and said, “No, my friend, France would like 
to be a good neighbor but we need every Communist we have.” 

When over and over again we say “We will not help this Nation or 
that unless it is about to go Communist,” we put a heavy premium on 
going out and digging up some Communist agitators. I don’t think 
that is a sensible approach. 
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LONG RANGE PROGRAM 


Foreign economic aid, if it is to succeed, must be, I think, accepted 
as a long-range problem. We are in a trying and difficult period of 
historic ‘growth. This is not a simple year-to-year emergency. We 
will be living with it for a long time. 

This time factor, of course, poses a practical legislative problem. 
Congress cannot lay down a precise 5-year program ‘and commit itself 
totally in advance. Yet our long-term support for the Marshall plan, 
the United Nations, the Export- -Import Bank, farm support, price 
programs, the Commodity Credit Administration, and the social- 
security program, among others, seem to give us a series of practical 
prec edents. 

In a given year Congress could refuse appropriations; but once the 
general confines of a long- term program had been agreed upon, such a 
refusal would be unlikely unless a drastic change occurred in in- 
ternational relations. 


VOLUME OF AID 


The volume of our aid should be adequate to the demands of the 
world situation. I refer you to the work of the Center of International 
Studies at MIT, with which you may already be familiar, which has 
suggested roughly $2 billion of American aid to Asia, Africa, and 
South America per year over a period of 5 years, or $10 billion for 

5 years. A good part of this could be loans. 


NEED FOR BETTER PERSONNEL 


I would suggest perhaps fewer technicians but better technicians, 
more arefully picked. Some nations need more than others. 

We had over 100 technicians in India when I was there. I would 
have settled for 25 if they had been more carefully chosen. 

On the other hand, in some countries, such as Ethiopia, where they 
lack administrative machinery, you will need a higher percentage. 
This will vary from country to country. 


ROLE OF AMERICAN BUSINESS 


I think American business has a major role to play in any pro- 
ram of this kind. I am thinking particularly of a country such as 
ndia, although this applies to Pakistan, Burma, and others. 

What these countries would like to see us provide i is a kind of draw- 
ing account. Ifthey want a fertilizer plant that will cost say $30 mil- 
lion they could go to this fund to get that $30 million earmarked for 
the fertilizer plant, and then go to DuPont or Monsanto Chemical, 
or some other American firm, and make a management contract to 
set up that plant, operate it for 5 years or so, train the personnel back 
here in the United States, and then gradually pull out. 

I have gone to several American corporation heads who are friends 
of mine and talked with them frankly about this. 

I asked, “Is this appealing to you ” 

Most of them said “No, it is not. You are asking for one of our 
most capable executives to put a plant, say in Burma. But this man 
will earn far more money for us working in Oklahoma, Texas, or Con- 
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necticut than he will in Asia working on a fee basis, because here he 
can create a property which will give us continuing profit over a period 
of years. You are asking us to sacrifice one of our assets, our best 
manpower. Why should we do it?” 

I have answered “Only because American business has a central 
role to play. Without American business help these countries may 
never get the chance to develop in the free way we all would like to 
see. We are now competing with the Soviet Union. We are at a 
decisive, point in history. If success involves some small sacrifice 
here or there you fellows should make it.’ 

On that basis these business heads agreed that if the President or 
Congress calls them in and s ays “This 1s an emergency that requires 
full cooperation on your part,” they will respond as they responded 
during the war, as they responded during the Marshall plan. But I 
do thi nk it requires that kind of le: idership and pressure. 

The central role of American business in helping to build up this 
industri: il base, with a loan-management contract combination per- 
haps, may be a key to our foreign development problem. But we 
simply must associate our aid programs with reform. I don’t mean 
by this that we can lay down hard and tight rules, that we can insist 
“vou must do this our way.” That, of course, we cannot do. And 
political strings are completely out. If you go to a bank to borrow 
a hundred thousand dollars for your business and the banker says 
“J will give you the money provided you vote as I tell you to vote” 
you would walk out of the bank. 

But if the banker said, “You are not using your own resources. You 
are wasting money. You bought a fancy car for your own use and 


charged it against the company. You are in Flor ida on vacation half 
the time. But change your ways, buckle down, do your part, and 
then we will give you this loan.” Then you could feel that he was 
well within his rights. 


SUCCESS OF AID TO PHILIPPINES 


The Bell report in 1951 in the Philippines is a good example of this 
approach to foreign aid. As you will remember, we had dumped in a 
great deal of money. We were so anxious not to appear to be trying to 
run the Philippines that we granted this money with few questions 
asked. 

Mr. Futon. I objected to the Philippine war damage policy at the 
time as it did not adequately emphasize basic de .velopment and per- 
mitted so much of the money to go for consumer and luxury goods. 

Mr. Bowtes. You were right. Then we reversed ourselves and said, 
“Put through a land reform, minimum-wage legislation, get a grip 
on your foreign exchange so it will go for penicillin and electric motors 
and not just for luxuries and evening gowns, and then we will back 
you.” They agreed and the reforms we helped encourage helped to 
build a stable Philippines 


INDIA’S REACTION TO PERFORMANCE STANDARD 


I once asked some Indians what they thought of this approach. I 
said, “What would you think of the U nited St: ites if we said you must 
per form up to certain standards or we will not give you the money ?” 
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They said, “We would welcome this. We would feel you were 
right. But what would you ask that we do?” 

“T would ask you, among other things,” I said, “to speed up your 
land-reform program. It seems to be going too slow. Generally, you 
are doing a good job, but some things we would criticize.” 


NECESSITY FOR PERFORMANCE PLAN BY RECIPIENT COUNTRY 

We cannot be too precise. Every country’s standards are different 
and i its capac ity to do things is different. Bi it at least they should have 
ml pl: in over 3, 5, 7 years of how they are going to use their resources. 
They should also have a progressive taxation system. 

In some Asian countries which we support the income-t: 1X system 
goes up to a maximum rate of 20 percent and stops. Wi] hy should we 
tax our people up to 90 percent in this country to “save a foreign 
nation from communism” while they only tax themselves up to 20 
percent ? 

We cannot ask them to all of a sudden tax up to 90 percent as we 
do. But I think they « ugnt | to prove that they are proceeding in the 
right direction. Lf they are, we should go in and help. If not, I think 
we should politely say, “This j is your business, but we cannot do as 
much for you as we would | like. - 

I do not think you can do this arbitrarily and close off certain 
countries overnight if they do not change all their ways. But I think 
we can and must work in this direction. If we don’t we are going 
to waste a lot of money. We will not earn the respect of these people, 
and we will continue to underwrite a doomed fe u daliem. 

SUCCESSFUL MILITARY PROGRAMS DEPENDENT UPON SOUND ECONOMIC AND 
POLITICAL FOUNDATIONS 


Military programs are a different subject. They are, of course, very 
important. Yet, sometimes we have allowed the military point of 
view to dominate our approval, and this can be dangerous. You are 
not going to get stability by creating paper divisions around the pe- 
riphery of the Soviet Union and China unless they have a solid eco- 
nomic and political foundation. 

In Iceland we spent $100 million for an airbase and then we neglected 
to work out sound economic relations there. A military base abroad 
is no stronger than its economic and political foundations. 

We got on the wrong side, rather spectacularly, on the question of 
colonialism in parts of Africa, and hence we are now negotiating hard 
to keep our costly airbases in Morocco. It seems to me we could have 
avoided this problem if we had had some understanding of the political 
ferment going on in north Africa. That, Mr. Chairman, completes 
my formal remarks. 

Chairman Ricwarps. Thank you. That was a very informative 
statement. Some of the committee members will want to ask ques- 
tions. 

I will start at the other end of the table. Does anybody at that end 
want to ask questions ? 
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ECONOMIC AID THROUGH THE UNITED NATIONS—SUNFED 


Mr. Provtry. Governor, the suggestion has been made that all eco- 
nomic aid to underdeveloped countries should be through the U. N. 
What is your opinion on that ? 

Mr. Bow es. It has obvious advantages in the sense that it takes it 
out of the political arena. We could thereby call the Soviet Union’s 
bluff. I am sure Moscow would not like the prospect of putting its 
assistance into a common hopper, of being called upon to come through 
with certain contributions, and having the expenditures guided by a 
United Nations body. I hope that we may get started on /SUNFED. 

Yet, if I were in Congress I would want to examine the administra- 
tion of some of those U. N. agencies which could stand strengthening 
and i improvement. They are doing an awfully good job in some and 
a less good job in others. I have run into quarrels and jealousies be- 
tween the agencies as I have gone around the world; this does not seem 
constructive. 

The people at the U. N. feel if they had a bigger role to play they 
could lick some of those A nth 

I think we need a combination of the specialized agencies of the 
UN, a start on SUNFED, perhaps, to see how that works, and some 
bilateral aid with long-term loans and low interest rates. 


RECOMMENDATION FOR LONG-TERM NONBANKABLE LOANS 


But I do not think that we should assume that these loans are good 
banker loans. They must be long-term loans, perhaps even 50 years. 
In such a period you are going to see the ‘sp ice levels inflated. Output 


capacities will grow tremendously and loans will be paid back at a 
time when they are much less of a burden. But I still believe that 
these loans are the best approach. 

Mrs. Cuurcu. I want to commend the governor for his statement 
and tell him that I have read everything that he has written that I 
could put my hands on. 

Mr. Bowtes. I am glad of that. 


AIMS OF EARLY PROGRAMS 


Mrs. Cuurcu. I do not always agree with you, but I never cease to 
find that you stimulate my thinking and I wanted to say that to you 
in } yerson. 

wish to ask just one question. Has your own attitude toward these 
problems changed in the last 5 or 6 years since the Marshall plan was 
started ? 

Mr. Bowtes. Yes, I think it has. I started worrying about this 
question of foreign economics after the war when I was involved in 
the emergency food programs. Yet I do not think that any of us un- 
derstood the problem very well back there. The challenge i in Europe 

was the rebuilding of a war-devastated economy, trying to put it back 
on its feet. Asia was a development problem from a standing start, 
a totally different question. 
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OVEREMPHASIS ON TECHNICAL ASSISTANCE 


I thought when the point 4 proposal came that it was excellent. Yet 
I felt in the early stages of the program we put too much emphasis on 
technical assistance. Technical assistance is appealing and flatter- 
ing toour vanity. We assume that we can send out a lot of good, smart 
Americans who will promptly fix things up. 

Yet you send an American mechanic to India and he may not hold a 
candle to an Indian mechanic who has had to make trucks run with 
hairpins and baling wire and pieces of wood. The American requires 
tools and equipment that simply aren’t available. 

Thus we overestimated the possibilities of pure technical assistance. 
We are now swinging back into a better balance. 

Every technician who goes out should be examined carefully and 
also his wife. Be sure the wife is not being dragged along because 
her husband thinks it will be interesting to meet Maharajas in India 
and shoot tigers. 


LIVING STANDARDS OF UNITED STATES PERSONNEL ABROAD 


Mrs. Cuurcu. May I have your opinion on this? During the 
trip we made last year I was impressed by what we were doing to keep 
happy our own personnel. We passed a bill in Congress that seemed 
to meet certain needs; but I also was concerned lest what we were doing 
was tending to make a bigger wedge between our people in their way 
of living out there and the people whom we were trying to help. Is 
there that danger ? 

Mr. Bowtxs. There definitely is. I think this is one of the reasons 
you should send no more people than are actually needed. In 1951 
and 1952, the idea of technicians was rather new and very popular. 
In order to get the program through Congress the administration 
promised to send out more technicians than could be effectively used. 

Countries such as India have citizens who graduated from such 
universities as Minnesota with doctorates in agricultur al economics 
who cannot get jobs, yet we have often sent out Americans less well 
prepared. 

Mrs. Cuurcu. Is there resentment of the standard of living that we 
insist on maintaining ? 

Mr. Bowtes. Sometimes there is. Yet byproducts of American 
democracy at work abroad are often very great. 


EMPHASIS ON LOANS 


Chairman Ricuarps. Any further questions 2 

I have a question. Do I correctly interpret your remarks to mean 
that you strongly favor an emphasis on loans to these countries ? 

Mr. Bow es. es, sir. 

Chairman Ricwarps. We all agree that they are not all bankable 
loans but you do believe in that principle? 

Mr. Bow es. I do believe strongly in that principle. 

Mr. Fuuton. I want to compliment the Ambassador on his state- 
ment. As one member, I believe you were one of the highlights of the 
Foreign Service of the previous administration. We Americans are 

84313—5é——24 
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all indebted to you for the good job you did as Ambassador to India. 
I would send you back at the present time. 

Mr. Bowes. Thank you very much. I hear an excellent new Am- 
bassador has just been chosen, and, of course, John Cooper did a great 
job there. 

Chairman Ricnarps. The reports we got were that you were the 
hardest working fellow there. 

Mr. Bowuxs. I enjoyed it. 


LIMITATION ON PERSONNEL 


Mr. Srirpen. You emphasized, Mr. Bowles, in your statement that 
we should send no more people to work with foreign nations than we 
actually need. How can the Congress control an administrative detail 
such as that / 

Mr. Bow rrs. That is a problem, but formerly they felt pressure 
from Congress the lly way. I would start by relieving them of 
that. 

It varies greatly from country to country. ‘You need fewer people 
in a country like India proportionately than you do in a country 
such as Ethiopia, which is the other extreme, or Liberia where you have 
so few able, trained administratives, so little competent management, 
or as in some Middle Eastern countries. 

Mr. Sevpen. By and large, however, aren’t we going to have to de- 
pend on the administrator of these programs to decide how many 
people he needs ? 

Mr. Bowrrs. Yes. But I should think in the hearings you could 
bring out this point, if you agree with me, and get it solidly on record. 


SEPARATION OF MILITARY AND ECONOMIC AID 


Mr. Sevven. In connection with that, there was some discussion in 
this committee last year on the possibility of entirely separating 
economic aid from military aid. In this committee’s report it was 
recommended that the administration carefully consider such a sepa- 
ration before making their budget recommendations for fiscal year 
1958. . 

Mr. Bowtes. I hope it is separated. 

Mr. Sevpen. You feel that it would be a good idea ? 

Mr. Bow ers. I think definitely it should be. We should frankly 
tell the American people what we are doing. 

I would like to add one thing. Here in Washington it is easy to 
underrate the American people’s willingness to support this program 
if it is properly presented to them. I have spoken in some 40 States, 
and I have yet to run into any audience which has been antagonistic 
to foreign assistance when it has been c -arefully presented. 

For instance, I once talked to the Vermont Farm Bureau on this 
subject. I said, “How would you like to have a man come into your 
town and say ‘I will build you a free swimming pool and a free sec ‘hool 
if you will vote for my son for Congress and if you will vote the way 
I tell you to vote in town meetings’? How long would such an indi- 
vidual last in Vermont?” They “said. “Not long.” Yet that is how 


we frequently appear to the world—as a nation trying to buy friends. 
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If the administration and leadership in Congress will take this 
case to the American people and explain it they are going to be very 
surprised at the affirmative reaction they will get. 

Mr. Srevpen. Do you believe that the sea) security program 
would be strengthened if the military portion of that program was 
put in the defense budget, where it should be, and tlie economic pro- 
gram was considered separately ? 

Mr. Bow es. I feel that very strongly. 

Mr. Sevpen. I agree. 

Chairman Ricwarps. Any further questions ? 


LOANS FOR DEVELOPMENT OF BASIC INDUSTRIES 


Mr. CARNAHAN. You stated you think most of the aid should be 
in the form of loans and you also feel that most of it should go to 
encouraging the development of basic industries in the countries? 

Mr. Bow ss. It will vary from country to country. In a country 
like India which is in a sort of second stage of development—there 
you have transportation and industry requiring major assistance. In 
other countries which are in the first rudimentary stage of develop- 
ment you find a different focus. 

Every country, of course, should not feel it must have a Pitts- 
burgh as proof that it has arrived as a modern nation. But a 
large country like India does require heavy industry, and we should 
help where we can. 


COUNTRIES UTILIZING FOREIGN AID 


Mr. CarnaHan. Would you care to suggest some of the countries 
you think may have done a pretty good job with our aid? 

Mr. Bowtes. I saw an excellent job being done in Ethiopia. I was 
impressed with the able Americans there. They were working their 
heads off and making a big dent in the huge problems of that coun- 
try. In Pakistan, a good “deal of progress was being made. India 
has the advantage of a civil service that is tops. It is as good as any 
you will find anywhere. Therefore, they can make awfully good use 
of their resources and the aid we give them. 

It is important to realize that India does not need fully to match 
China’s industrial growth. If India can come within sight of China 
she will probably survive as an independent nation because India 
is doing a much better job of creating stability in the villages, by 
building schools and roads with their own hands. We have con- 
tributed to that, and the Indians have done spectacularly well. 

The Philippines have done an increasingly good job. I have not 
been in Vietnam in 3 years so I cannot judge that. 

Indonesia has a much bigger problem of administration. Liberia, 
I understand, has a good program, although I have not been there. 
I have not been in the Middle East recently. 


EXTENT AND MANNER OF SOVIET AID PROGRAM 


Mr. Merrow. Governor, you made a very fine statement. I am glad 
to hear you reemphasize some of the points you were making when 
we saw you in Saigon some time ago. 
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I would like to ask if you have any idea as to what extent and in 
what manner the economic assistance programs that the Soviet Union 
is apparently engaged in are working in these various countries? 

Mr. Bowres. To what extent they are really going ahead? 

Mr. Merrow. Yes; this whole matter came up because we feel we 
are in an economic contest. Perhaps we should go ahead even if this 
were not so, but in the last few years we have become engaged in an 
economic contest. 

Mr. .Bowtes. I think we ought to try our best to correct that last 
basic point. And it is going to be difficult. Every person coming 
before your committee will find it easier to try to frighten you by 

saying that the Russians are doing this and therefore we have to do 

that, yet this means that the Russians are ¢ valling the tune and that 
we are simply responding to them. We are not being creative or 
positive. 

It also puts us in the position of having Asians say we have the 
Russians to thank for the fact that the Americans are doing anything 
at all. It is ridiculous to get ourselves in such situations. 

Mr. Merrow. You have no estimate, then, as to how much the Soviet 
Union 

A. AFGHANISTAN 


Mr. Bowtes. We know in Afghanistan there is $100 million in 
Soviet funds. I assume that is true. As you know, the Northern 
Tier Alliance, whatever you say for it, and I have grave questions 
on some of its implications, pushed Afghanistan tow: ard the Soviet. 

If we had talked about a free port on the Arabian Sea and a railroad 


coming down from Afghanistan to assure the Afghans free transit to 
the outside world, they “would not have felt the need to go to the Soviet 
for assistance. In any event they are said to be getting $100 million 
from Moscow now and people who have been there tell me that the 
evidence of it is everywhere. 


B. INDIA 


I do not know what the Soviet totals in India amount to now. 
They loaned India another $125 million about 2 weeks ago. Russia 
is building a steel mill which is about $100 million more. My guess 
is that the present figures run around $300 million. The State Depart- 
ment would be able to give you the right figure. That is all in the 
last 2 years. 

What Moscow did on the Indian steel mill is suggestive of what * 
believe our own approach might be. 


C. OTHER COUNTRIES 


Burma, I believe, has received about $50 million. I think it is $100 
million in Indonesia. The State Department could give you accurate 
figures. 


SOVIET OBJECTIVES THROUGH ECONOMIC ASSISTANCE 


Mr. Merrow. Are you suggesting certain things we ought to do in 
any kind of program we might develop in an individual country as 


to perhaps seeking to change the pattern in certain directions, perhaps: 
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the political and economic pattern? Is the Soviet Union making 
certain demands or will they, once they get in, insist on changing the 
economic pattern? Or the political pattern ? 

Mr. Bowtes. Their twist will be increasingly political and this may 
get them into trouble. But by that time they may get these nations 
tied up in economic knots so that they will get away with it. 

Soviet leaders look at the map and see this vast area of Asia, Africa, 
and South America, and they have become convinced that they can 
relate all these resources and people to Moscow so that the flow of 
basic trade will go that way, and gradually they can shut America 
and the Western nations out and ultimately strangle us. They see 
that without those Asian and African raw materials we cannot build 
our defenses, we cannot maintain our living standards. I am sure 
this Operation Strangle is their present program and it can be 
dangerous. 


SOVIET AND UNITED STATES ECONOMIC COMPETITION ABROAD 


Mr. Merrow. The delegation of the U. N. last year, which Mr. Hays 
of Arkansas and I were on, stated in a communication to the Secretary 
of State that if we lose this economic contest it would be as disastrous 
as a military defeat, or words to that effect. 

From what you said I would not take it that you consider the 
importance of the Soviet economic penetration as a major factor for 
our operation. 

Mr. Bowtes. I certainly do. But I put it the way I have simply 
because I think we should be using this economic approach to Asia and 
Africa even if the Soviet Union had never adopted it. 

The Soviet Union has made progress in Asia. It also has made 
mistakes. In Burma, for instance, Moscow sold more cement than 
they can possibly use, but let us not assume that the Soviet Union will 
not learn how to rectify such mistakes. We are dealing with tough 
and competent people. They have made progress. 

But the thing for us to do is, I believe, go ahead with a bold and 
imaginative program of our own, not being arbitrary, not lay- 
ing down ultimatums but trying always to reach down to the people, 
not expecting to see the final answers the first year, not being held up 
by Soviet blackmail, but positively working with ofher peoples to 
create political stability, a solid economic foundation. 

This Aswan Dam is an example. It should not have been hinged 
on whether the Soviet was going ahead or not. That gave the Soviet 
Union tremendous leverage. 

We must not put too much focus on simply matching the Soviet. 
That implies that if the Soviets stopped we would stop, too, and 
before we got through Asians and Africans would be thanking the 
Soviet Union for everything we do, on the grounds that Moscow 
frightened us into helping them. 


RECOMMENDATIONS OF MASSACHUSETTS INSTITUTE OF TECHNOLOGY 


Mr. Merrow. Have you an estimate as to how much money we 
ought to spend over a 5-year peers or any period or annually? 
Mr. Bow ss. I think the MIT study is the soundest effort I have 


seen. If you have not had a chance to read it I urge you to do so. 
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It is a voluminous proposition, but excellent. They suggest roughly 
$2 billion a year in American Government loans, grants, “and techni- 
cal assistance—that is for Africa, non-Communist Asia and South 
America. They also ouggent enough help from Europe to build up a 
fund of $2.8 billion per yea 

They s suggest that plans taiadis not come through that were adequate 
to justify this expenditure in ‘the first year or two. But the fact that 
the development money was available would speed up the planning 
and open doors to a lot of new excellent programs that these countries 
would tackle if they thought they could get the money. Let me repeat 
that if the free Asian nations do not tackle their problems vigorously 
the impact of China is going to become very, very great. 


GROWTH OF COMMUNIST CHINA 


There is at least one safe prophecy I can make. Within 10 years 
the headlines in our newspapers may involve China to a far greater 
degree than they now involve the Soviet Union. China is growing 
into a powerful force. If Peking succeeds and New Delhi fails, the 
impact in Asia and Africa will be very great. 


LOCAL PREREQUISITES TO ECONOMIC AID PROGRAM 


Mr. Smirn. Would you say if this program is to be effective as we 
want it to be that it must get down to the grassroots? 

Mr. Bow tes. Yes, sir. 

Mr. Smirn. I think you stressed that point in your statement. We 
have discussed that question around this table many, many times 
and some of us have contended that the aid we have been giving here- 
tofore and to date is not getting down to the grassroots? I believe 
your statement supports that position. 

Now, the question is: How can we insure that it is going to get to 
the grassroots / 

Mr. Bowtes. Well, land reform in any agricultural country is ter- 
ribly vital and important. 

There are two oppressive forces working against the peasant. One 
is the moneylender who is not like our banker who wants his money 
back with 4- or 5-percent interest. In Asia and Africa the village 
banker presses you to go further in debt. If you ask him for a loan 
beyond your ability he may encourage you to new extravagance. He 
will say, “You cannot possibly give your daughter a decent wedding 
on that small amount.” Eventually he owns you heart and soul. In- 
terest rates are often 20 percent or more annually. This is one of the 
big problems in Vietnam. Mr. Merrow and I saw this out there. 

That isone problem. The other involves the Asian or African land- 
lord who often takes up to 50 or 60 percent of the crop while the peasant 

takes the other 40 percent from which he must hire his bullocks 
and buy his seeds. 

In the old village society, the landlord often built the school, lived 
on the land, and performed a real function. It may have been one- 
sided; nevertheless he did make a contribution. Now, in most eases, 
he has moved to the cities and deals through a manager. 

In our negotiations and discussions with Asian governments we 
should ask, “What are you doing on these two basic problems?” Then 
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when our aid flows into their villages it will be less likely to go to 
make a few wealthy people better off, and the little man will begin 
to realize that he has something to live for and work for. 

Mr. Smiru. In other words, it should be our aim then, to insert 
conditions or.to insist upon certain conditions before we make these 
loans ? 

Mr. Bowtes. Not arbitrarily to say “you have to do so-and-so,” but 
to say we must see progress in this direction every year. 

Mr. Smiru. Nehru said I do not want to take your money if you 
attach conditions. Then we get into the delicate field of attempting 
to impose our way of life or our views on another people. 

Mr. Bowtss. This is a problem but I think in the case of Nehru 
he is talking about political conditions when we expect him to vote 
with us because we have given him money, he reacts vigorously. So 
would we. 

As a practical matter in India the one criticism we would be likely 
to make of their efforts involves speeding up their land reform. Yet 
I respect the reasons they have not moved faster which is their high 
regard for the courts and law. Their constitution, like our own, states 
they cannot take property without proper compensation. They have 
been fighting it out in the courts for 3 years to determine what is 
proper compensation and they have just settled the question. That 
is what the delay on land reform has been primarily about. 

Mr. Smiru. Thank you very much. 

Chairman Ricrarps. Mrs. Kelly. 

Mrs. Ketty. I want to compliment you for your excellent 
ar spa 

I do not wish to be arbitrary, but would you care to mention any 
nations to whom you think we ought to ease off aid on account of 
their failure to remove these obstacles, or for any other reason? 

Mr. Bowtezs. Could I talk about it off the record ? 

Mrs. Ketxy. I do not object. 

Chairman Ricwuarps. Off the record. 

(Discussion off the record.) 


CLOSER COOPERATION WITH CONGRESS BY EXECUTIVE BRANCH 


Mrs. Ketiy. I would like to see the recommendations of the 
Ambassador. 

Mr. Bowtes. You certainly should see the standards set up by our 
Government. If you provide for this in your legislation they will, 
of course, work out standards to carry it out. You can then make 
suggestions. That is what I would do. 

Mrs. Ketiy. That is up to our top officials. We would expect that 
they do it. 

Mr. Bowtes. I was always anxious when I was in a job of that 
kind to get the continuing advice of a congressional group. It makes 
it so much easier when you come to ask for appropriations to have a 
lot of people here on the Hill who understand these things and who 
are sympathetic. Any administration has a great deal to gain from 
periodic discussions with you about the progress of the } program, 
probing, questioning on all this. 

Mrs. Ketiy. Thank you. 

Chairman Ricuarps. Mr. Vorys? 
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Mr. Vorys. You said Congress cannot make a 5-year plan. I have 
been thinking for some time that maybe that is just what Congress 
ought to do. 

Mr. Bow gs. I would love to see you do it if you can. 

Mrs. Ketty. I missed the question. 

Mr. Vorys. You said that this development program ought to be 
on a long-range basis, the countries ought to make a long-range pro- 
gram and submit it to us. 

Now, perhaps casually, you said Congress cannot make 5-year pians. 
We cannot make the plans but it has occurred to me increasingly in 
this development assistance business that we ought to require that 
a 5-year, 3-year, or 10-year plan, be presented here before we author- 
ize a start on it. For instance, the Aswan Dam was presented in 
the summer of 1955 as something we were not going todo. We got 
here in January and we were told it was something we were going to 
do. That was a 10-year proposition. It occurs to me that if the law 
had been that our people had had to say to Egypt: “Fine, now we are 
for this; we are going to ask Congress for authorization to enter this” 
that it might ag: t have been a bad idea. 

Mr. Bowuzs. If you can do it, it would be wonderful. It will be 
much more ahah How could you run General Motors if you did 
not know what your income was going to be next year or had no idea 
where you were going the year after that? You could not. India 
has a deficit of $1.4 billion for this second 5-year plan. They will pick 
up some of that from other sources and end up with a billion or so 
lacking. 

If we could work out a loan to fill this gap to be spent over 5 years 
on practical development projects, we could shut the Soviet out of 
this situation. If Mr. Nehru’s plan succeeds the chances for stability 
in India are bright. But it will be plain unadulterated disaster if the 
5-year plan fails. 

We think very little about spending $2 billion on the military. 
We are even afraid to argue much about it because we do not know. 
But we can lose ground in this economic field just as easily, and here 
we can operate effectively for quite modest amounts. 

Mr. Vorys. I see the chairman looking at me. I know the time is 
running out. 

Chairman Ricwarps. Go ahead. We have another witness to hear 
from, but this is very interesting. 


CHANGE OF NAME OF POINT 4 PROGRAM 


Mr. Vorys. On this point 4, Mr. Hays and I came to the conclusion 
last year around the table that whatever this program was, it would 
be better not to give it a numerical number. We do not want to say 
it is the fourth most important thing. We do not want to say it is 
No.1. Mr. Hays and I thought there should be a label for it that does 
not show priority. 

Mr. Bowtes. I agree. In a lot of places it is No. 1. In India if 
they make industrial progress through democracy, what that has 
meant is incalculable. If they fail, the whole structure of free Asia 
and Africa will give way in the end. 
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Mr. Vorys. That is all, Mr. Chairman. 

Chairman Ricwarps. Governor, we are very much indebted to you. 
You have given us some good information this morning. We appre- 
ciate your coming here. 

Mr. Zasiocki. Mr. Chairman, may I ask a question ? 

Chairman Ricwarps. Mr. Zablocki. 


DESIRABILITY OF LONG-TERM LOANS 


Mr. ZasLockt. Just so we do not depart with the wrong impression, 
you certainly do not mean to imply our whole program should be on a 
loan basis? 

Mr. Bowtes. No. I think our technical assistance would be on a 
grant basis, although they would pay local currency costs. But I 
would like to see the bulk on a long-term loan basis. 

Mr. CureerFreLp. Otherwise you get into a worldwide WPA. 

Mr. Bow.es. They are committing themselves to a certain degree 
of repayment. They feel better about it and we feel better. These 
are loans, of course, that will be paid back in local currency on easy 
terms over a period of years. We will therefore get some benefits 
back. I would try as hard as you people can to see that you do not 
tie the recipients up in knots. For example, we had better see that 
Japan has an outlet for her products in Asia, and by doing some of 
our buying there we can help. 

Mr. Zasiockt. Perhaps a long-range program would work out 
better on a loan basis, but how about immediate impact and emer- 
gency projects? 

Mr. Bowtes. I think we need some highly flexible funds. But I 
would try to get as much as we can on the long-term, long-range 
development plan basis. 


ADMINISTRATION OF LONG-RANGE PROGRAM 


Mr. Zastocki. How could an administration be worked out for 
both ? 

Mr. Bowzrs. You could have a separate readily available fund 
which I think you set up last year. Then you could set up a loan 
agency and divorce it from the military. But above all do not write 
in the preamble that your purpose is to stop communism, or that 
because the Reds are loaning money on easy terms we are doing it, too. 
I would be careful to use language that reflects positive, understand- 
able, and generally acceptable objectives. 

Chairman Ricuarps. I think one of the questions the committee 
would have to consider in connection with loans would be whether 
to set a percentage that would have to be loaned or to set up a special 
emergency fund. So far as getting money out of Congress is con- 
cerned, you will not get it for long-term grants anyway. You might 
get a loan for a project to be spent over a period of years if it were 
a loan, but not as a grant. 


AGRICULTURAL SURPLUSES IN LONG-RANGE PROGRAM 


Mr. Bowxes. You can tie your agricultural surpluses into this. The 
farmers feel better when people tell them they can produce more. 
We must put these surpluses to work. 
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Mr, Furtron. Why are our United States foreign agricultural oper- 
ations not under a foreign aid program or under a foreign aid com- 
mitment, rather than under an agricultural surplus dumping pro- 
gram? 

Mr. Bowtes. They should be. A lot of our present problems in 
Burma are because we dumped American rice all over Asia. We 
knocked Burma out of her markets. They had to sell their rice 
wherever they could get rid of it and the Soviets picked it up. 

I would like to m: uke one final point. If you take 1 million Asians 
who are unemployed and put them to work digging irrigation ditches 
and pay them the equivalent of 20 cents a day, w hich is about all they 
would get, they will spend 80 or 90 percent ‘of their small wage on 
food and cloth. Because they are adding their new demands to an 
already tight supply, their purchases drive up prices. 

But if you put rice and cloth and wheat behind those rupees, you 
will not get inflation. In a sense you will thus be digging irrigation 
ditches with wheat as capital. 

One trouble with the Aswan Dam was how to pay 400,000 or 500,000 
Egyptian workers with local currency without bringing about in- 
flation? Our food surpluses may help answer such questions. We 
have much to learn and we had better learn fast for we are standing 
on a decisive moment in history. 

Mr. Hays of Arkansas (presiding). Thank you very much. 

The next witness is Dr. Norman 8, Buchanan, director for the social 
sciences, Rockefeller Foundation. 

Chairman Ricwarps. We are glad to have you here, Doctor. 

Dr. Norman S. Buchanan is director for the social sciences, Rocke- 
feller Foundation. 


STATEMENT OF DR. NORMAN S. BUCHANAN, DIRECTOR FOR THE 
SOCIAL SCIENCES, ROCKEFELLER FOUNDATION 


(Formerly professor of economics at University of California. Mem- 
ber of Royal Economic Society, American Economic Association. 
Author of Economics of Corporate Enterprise, 1940; International 
Investment and Domestic Welfare, 1945; Rebuilding the World 
Economy, 1947; Approaches to Economic Development, 1955) 


Dr. Bucwanan. It isa great pleasure to be here. 

I would like to say at the outset that there is a great deal about this 
problem of economic development that I know virtually nothing 
about, and there are many aspects of it I will not attempt to deal with 
in the few remarks I have here, which I would like to read. 

One other preliminary point which I think I would like the record 
to show, if possible, is that I am appearing here not on behalf of the 
foundation, but in a personal capacity. 

Chairman Ricwarps. The record will so show. 

Dr. Bucnanan. The determination of the leaders of two-thirds of 
the world’s population to develop economically is a stubborn fact that 
the foreign policy of the United States must cope with. To explore 
ways and means by which the foreign policy of the United States 
might better deal with this problem is, I assume, the purpose of these 
hearings. Any thoughtful person, I think, would approach this 
problem, as I certainly do, in a mood of humility. The problems are 
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complex. ‘The stakes, in terms of the possible consequences for all 
of us, are-ominously large. Yet deal with the problem we must. 


ECONOMIC DEVELOPMENT PROBLEMS 


Before exploring some aspects of the economic development prob- 
lems as it impinges on our foreign policy, I should like first to com- 
ment on economic development in general in the setting of the present- 
day world scene. By so doing I hope that my subsequent remarks will 
gain in clarity. 


A, COMPLEX FACTORS INVOLVED 


T should like first to emphasize that economic development is an 
exceedingly complex, little understood process. Development is com- 
plex in the obvious sense that capital formation, improved technology, 
greater specialization of economic function by persons, communities 
and regions, commercialization of production and trade, shifts in agri- 
culture, growth of industry, internal migration and urbanization, 
changing cultural patterns and value sy stems, etc., are all involved 
and are all partly cause and partly result. Moreover, no one can 
say with much confidence just how all these factors are likely to react 
and interact if a strong thrust toward development is taken at a par- 
ticular point, say, improving technology. Consequently, once it gets 
impetus, the unfolding of the economic, social, and political process 
that is dev relopment is not easily predictable and not easily directed. 
Certainly the whole process is not easily controlled—nor, in my opin- 
ion, should it be—from some far away office in W ashington. There 
is no instance, I think, of economic development having occurred in 
any country without social unrest, political changes and some hard- 
ships which its society and its government had somehow to accom- 
modate. The likelihood that these problems can be stage-managed 
from abroad without the most authoritarian methods is most im- 
probable. Yet any foreign government that tries to control the so- 
cial and economic ferment that development churns up inevitably will 
get only hatred and scorn for its efforts. ‘Thus, development is a kind 
of Pandora’s box; the responsibility for opening it and taking the 
consequences must be in local hands. 


B. U. 8S. 8S. R. AID DISCOUNTED—-UNITED STATES MUST OFFER MORE 


A second observation on the economic development problem is to 
question the assumption—very widely held it seems—that, on the one 
hand, the U.S. S. R. is ready and willing to offer direct aid for eco- 
nomic development to any country that asks for it and, on the other 
hand, that their aid will be of a kind and amount that will give rapid 
economic development to the countries that seek it. There is little 
evidence that the U. S. S. R. will spare any appreciable capital re- 
sources or manpower resources to the rest of the world. Its own in- 
ternal needs are very great. It fears greatly to have its people go 
abroad except under any but the strictest controls. And the arter 
deals it has negotiated so far have been mostly flimflam affairs from 
the point of view of the recipient underdeveloped country. Further- 
more, the only kind of economic development on which the U. S.S. R. 
has reliable firsthand experience—that is, a dramatic increase in capi- 
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tal goods production, particularly war goods, at the price of a poverty- 
subsistence level of consumption attained under the aegis of a ruth- 
less police state—is neither the kind of development wanted by the 
underdeveloped countries nor one that they could achieve should they 
try todoso. Under Russian guidance since World War II economic 
yrogress of a sort relevant to the problem of American foreign policy 
hag been remarkably low in all the satellite countries of Central 
Europe. It has been much slower than in Western Europe. And the 
preconditions in the satellites were generally more favorable to eco- 
iomic development—and they were geographically far closer to Rus- 
sia—than they are in most underdeveloped countries now seeking help. 
Consequently, the argument that Russia will provide all that is wanted 
and needed by the underdeveloped countries if the United States does 
not seems to me unpersuasive. An American program has to be more 
than a response to what the Russians seem to be offering. 


C. ECONOMIC DEVELOPMENT AID DIFFERS FROM MARSHALL PLAN 


A final general observation is that much of our reasoning on develop- 
ment has been borrowed, perhaps unwittingly, from the Marshall plan 
(European recovery program—ERP) experience. The Marshall plan 
on the whole was strikingly successful. And admittedly there is a 
plausible resemblance between the problems of European recovery and 
those of economic aetiictineest-iline level of consumption, low eco- 


nomic efficiency, much needed capital investment, acute balance of 
payments difficulties, unbalanced budgets, and so forth. Yet perhaps 
the differences also need some emphasis. 


In the first place, the underdeveloped countries, unlike the Marshall 
plan countries, are mostly newly sovereign powers, have unfamiliar 
social systems and customs, unfamiliar cultures and cultural values, 
legal systems and concepts of law that Americans find obscure, and, 
finally, political and economic behavior patterns which are wholly new 
to all but a handful of Americans. If we also remember that all these 

yroblems are encountered in languages like Arabic, Hindi, Urdu, Thai, 

alay, and so forth, rather than French, Italian, or German, we begin 

to appreciate how much more difficult are the problems of development 
than those of European recovery. 

A second important difference between ERP and the economic de- 
velopment problem is that in ERP it was easier to determine the in- 
vestment and other priorities within each national) recovery plan— 
always considered as a whole plan—and to translate these into national 
budgets and dollar currency requirements. Moreover, the importance 
of the Organization for European Economic Cooperation (QEEC), 
to the conception and success of the whole venture was considerable. 

Perhaps most important of al) n the Marshall plan concept, how- 
ever, was the American insistence, from the first, that the participants 
had to consider ERP in the context of the economy of Europe as a 
whole. Though each country had its own problems, there were also 
problems of mutual interdependence and economic integration. Hence 
American aid was basically motivated by the desire to bring about a 
closely knit European economy with a healthy flow of intra-European 
and overseas trade largely free from discriminating exchange and 
trade controls. But exchange policies were related to interna) infla- 


tion, and inflation to aggregate investment in relation to saving, and 
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to unbalanced budgets. Hence ERP was not simply a grant program 
but it related these ; grants to the more basic problems of the particular 
European countries and Western E Surope as a whole. And the counter- 
part funds device, the OKEC mechanism, and subsequently the Euro- 
pean Payments Union (EPU) and the General Agreement on Tariffs 
and Trade (GATT), were important factors in its successful outcome. 

By comparison the development problem of the underdeveloped 
countries and American efforts to contribute to its solution have been 
conceived more narrowly and less imaginatively. Budget questions, 
balance of payments problems, exchange r rates, and the fostering of 
international trade and investment have been largely neglected in 1 the 
development problem. 


THE UNDERDEVELOPED COUNTRIES AND INTERNATIONAL TRADE 


Perhaps the most basic and far-reaching contribution the United 
States might make to the development of the underdeveloped coun- 
tries would be to use its considerable influence (and some of its re- 
sources) to bring these countries more into the international network 
of trade and capital movements. This means essentially that their 
exchange rate policies, their trade policies, and their investment pol- 
icies should be revised so that they contribute to their own Soni 
ment within the context of developments in other parts of the world. 
By insulating itself economically from the rest of the world by ex- 
change controls, import controls, export subsidies, and so forth, a 
country can commit the most appalling economic follies. In the same 
manner it can debar itself from all the benefits, including higher real 
incomes and a familiarity with superior technologies, that specializa- 
tion and exchange can bring. Yet such policies, oddly enough, are 
inspired by the laudable determination to dev velop economically. 

To try to bring the underdeveloped countries more intimately into 
the international network of trade and capital movements can be re- 
garded as a foreign exchange problem, or a national budgeting prob- 
lem. As the ERP experience shows, all are intimately tied together. 
Yet experience suggests that the most effective approach, especially 
from without, is via the exc hange rate. This is by definition an inter- 
national problem and every where so acknowledged. With a strong 


convertible currency a country can sell its exports anywhere and buy 
its imports where it pleases. 


A. REVERSING THE OUTFLOW OF CAPITAL 


Convertible currencies at stable exchange rates linking the under- 
developed countries to the world economy would contribute to the 
development of those countries in several directions. In the first 
place, convertible currencies at stable rates—provided there was con- 
fidence these conditions would persist, a confidence that grows rapidly 
with experience—would stop the persistent outflow of capital and 
probably cause much local capital to be repatriated from abroad. Be- 

cause of the clandestine nature of these c: ipital movements under ex- 
change and trade controls, their magnitude is not known with any 
precision; but one should realize that many, though not all, under- 
developed countries export capital in this manner. And European 
experience has shown that even the best government controls over 
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capital movements are highly ineffective. Thus at the very time 
when capital for development is in short supply many underdeveloped 
countries are capital exporters. This flow must be reversed. 


B. STIMULUS TO DOMESTIC SAVINGS 


A second contribution to development would come from the stimu- 
lus that convertible currencies at stable exchange rates would give to 
domestic savings. Currency convertibility and stable exchange rates 
are incompatible with internal inflation, and inflation not only w weakens 
the propensity to save but fosters dissaving as well. Since most of 
the capital needed for development must come from internal saving, 
internal saving has to be stimulated, not discouraged. Also, fairly 
stable price levels are a necessar y prerequisite to both economic effi- 
ciency and the effective allocation of investment. Inflation, by con- 
trast, encourages wasteful use of resources and distorts investment 
from its proper channels. No one would argue that a currency which 
is convertible at a stable rate would root out economic inefficiency and 
misallocation of investment and provide all the savings necessary for 
development. Nevertheless, the tendency would be powerfully and 
persistently in these directions. 


C. ORDERLY DEVELOPMENT OF IMPORTS AND EXPORTS 


A third advants age is the stimulus that stable currencies give to the 
orderly and steady development of exports and imports. Nearly all 
underdeveloped countries will need capital equipment from abroad 
which will have to be paid for from the proceeds from exports. 
Hence, there is everywhere the need to develop exports if the needed 
imports are to be had. 


D. FOREIGN CAPITAL ATTRACTED 


A fourth advantage of linkage to the world economy is that a de- 
veloping country is thereby in a position to attract foreign capital in- 
vestment and technical specialists from all over the world. Earnings 
on investment and wages and salaries earned in local currency would 
be transferable. Some underdeveloped countries, of course, disdain 
private investment from abroad or hedge it about with restrictions. 
Whatever the developing country’s policy on this point, however, a 
convertible currency which links it to the world economy enables it to 
get foreign capital and foreign specialists from whatever country 
might find its terms acceptable. There has perhaps been too great a 
tendency to think of the United States as almost the only source of 
developmental capital and technical competence. Yet certain Euro- 
pean countries and Japan could well provide both. The big oil-pro- 
ducing countries of the Middle East have oil revenues well in excess 
of what they concurrently use wisely for their own development. 
The same is true of at least one Latin American country. 


UNITED STATES LEADERSHIP IN CURRENCY STABILIZATION 


If the foregoing has merit, much might be accomplished by making 
a concerted effort to bring the ee ordeveloped countries more nearly 
into the world economy by making their currencies convertible at 
more or less stable rates of exchange. As contrasted with even a 
few years ago, the world climate of opinion is today much more ap- 
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preciative of the advantages of convertible currencies and internal 
price stability as factors in economic progress and development as 
opposed to direct import and exchange controls and progressive 
internal inflation. Perhaps, therefore, the time is ripe for the 
United States to lead a concerted movement toward these ends. 


ROLE OF INTERNATIONAL BANK 


What would this require? This is obviously a complex technical 
matter. All the same, it would seem that the International Monetary 
Fund (IMF) could play a much more vigorous role than it has re- 
cently in fostering currency convertibility. Also, some regional cur- 
rency schemes—per haps comparable to the EPU (European Payments 
U nion) in conception—might be desirable and feasible, although the 
matter would require careful study. From the American point of 
view, however, the approach should not be on an individual country 
basis but rather by groups of countries; that is, Organization of 
American States, and/or via such international institutions as the 
IMF (International Monetary Fund). To bring many _ underde- 
veloped countries to accept the view that their currencies should be 
convertible at stable rates, the United States would probably have to 
contribute to their international currency reserves. This could be 
done by increasing their present drawing rights under the IMF by 
dollar ‘contributions, 0 r by an American contribution to the IMF 
with the andevatandinig that it would manage its augmented dollar 
resources in the general interest of the underdeveloped countries as a 
group. 

CURRENCY CONVERTIBILITY ON REGIONAL BASIS 


I would stress, however, that the whole objective here is currency 
convertibility as a means of integrating the underdeveloped coun- 
tries into the world economy with all that that implies—specifically, 
an obligation on them so to manage their internal affairs that cur- 
rency convertibility can be not only established but also maintained. 

Thus, my general conviction is that we have approached the de- 
velopment ‘problem too much in a country-by-country fashion. We 
have neglected to try to put development within the framework 
of the world economy, a constantly changing, adapting, and evolving 
economy. Likewise, we have largely overlooked the powerful con- 
tribution which basic economic factors operating internally and 
through the international price system can make to economic dev elop- 
ment. That there are other powerful reasons—wholly apart from the 
development problem—why the United States desires a sound, vig- 


orous, multilateral world economy is a further merit of the approach 
suggested. 





RECOMMENDATION FOR CONFERENCE ON ECONOMIC PROBLEMS IN 
UNDERDEVELOPED COUNTRIES 


It might be well to consider calling a kind of second Bretton Woods 
conference to consider the range of problems I have just been dis- 
cussing. The economic development problem was not nearly so much 
to the fore at the time of Bretton Woods as it is today, and perhaps 
both the institutions it created, the International Monetary Fund, for 
exchange and currency problems, and the International Bank for 
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Reconstruction and Development, for international investment prob- 
lems, might be re-examined in the light of the development problem 
today. Certainly if such a conference were held the underdeveloped 
countries and their problems would now bulk much larger in the 
discussions than the problems of the international depression of the 
1930’s which then so largely shaped the IMF and IBRD. 

In my view, to bring the development problem into a setting where 
it can be seen as an international problem would be a salutarv under- 
taking and one which only the United States could initiate. © 


LOWERING OF IMPORT RESTRICTIONS 


If my first suggestion is that the underdeveloped countries should be 
brought into the world economy by the two-way door of currency con- 
vertibility, my second suggestion is that we in the United States on 
our part should make it easier for the world at large to earn dollars in 
the American market. Since the days of Cordell Hull we have urged 
on the rest of the world, altogether wisely in my view, the virtues of a 
multilateral economy with minimal import restrictions. Yet, though 
we profess this as our own conviction and urge it as the wise policy for 
others, our own recent record leaves much to be desired. Though 
tariff rates are appreciably down in many categories and the trade 
agreements program has been extended, we have also spotted the scene 
with peril points, escape clauses, import quotas, “Buy-American” acts, 
shipping regulations, and a dumping policy for the disposal of agri- 
cultural surpluses. Though even to mention these is, I know, to step 
on some very sensitive toes, I suggest that they are nearly all contrary 
to the welfare and interests of the people of the United States as a 
whole, however much they may seem to aid some groups among us. 

Without pursuing this tender subject further, may I suggest that 
it be thoughtfully and thoroughly re-examined with 1 or 2 propositions 
firmly inmind. The first is that dollars earned in the American mar- 
ket can be spent ultimately nowhere else but in the American market. 
Second, that the possible dislocations and perhaps even temporary un 
employment that larger imports occasionally may bring are trifling by 
comparison with those generated here at home, day by day and year by 
year, by technical progress and changes in consumer buying habits. 
Finally, while no one would advocate a violent reversal of present 
policies overnight, gradualness is not a polite word for standing still. 
A bold move in this direction would have profound psychological 
effects on the people in the rest of the world, and would bring material 
benefits to them and ourselves alike. 

Even if there were no problem of the economic development of un- 
derdeveloped areas, a substantial lowering of the restrictions on 
American imports would be in the welfare and interests of the United 
States. In today’s world, to allow developing countries to earn their 
way by trading with us on a quid pro quo basis is both better for them 
and better for us as Americans than outright grants or unilateral 
assistance. If greater imports bring some distress to some Americans, 
as is probable, greater exports will benefit some other Americans to an 
even greater degree. And ways and means are at hand for aiding 
those injured and reorienting them in new directions. 
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ROLE OF DIRECT ASSISTANCE TO UNDERDEVELOPED COUNTRIES 


This brings me, finally, to the role of direct assistance for economic 
development and other purposes within the overall framework of 
American foreign policy. Some of my views on this question will be 
ae apparent. Yet a few specific observations may not be out of 
place. 

Direct assistance is usually understood to include loans or grants on 
the one hand and technical assistance on the other. If the contentions 
set forth earlier have some validity, the need for grants or loans 
directly from the United States Government would be very appre- 
ciably diminished. More capital for development would be available 
from internal savings and from foreign investment on private ac- 
count. More exports would allow the underdeveloped countries to 
finance more imports. What further development loans might be 
needed the International Bank for Reconstruction and Development 
(IBRD) and. the Export-Import Bank should be able to provide. 
Perhaps the need for new lending agencies or giving more lending 
power to existing agencies would not arise. 


A. GRANTS FOR MILITARY AID 


Grants in kind or money as an instrument of foreign policy are 
probably necessary and appropriate in two types of situations. The 
first is where the problem is clearly a military one, even though it may 
have overtones of economic assistance. Military aid is not properly 
regarded as economic aid but rather as a more effective deployment 
of the total resources devoted to the defense and security of the 
United States. If a plant to make trucks or tanks abroad can also 
be used to make tractors or passenger cars, this is incidental; the case 
for using American resources to build the plant stands or falls on its 
military worth. The same view is proper in cases of investment abroad 
to procure strategic materials. At times it may be worthwhile as a 
security-defense measure to shore up a whole economy which might 
otherwise collapse. Greek-Turkish aid was of this kind and so was 
South Korea after the cessation of hostilities. How much such aid, 
at what point, and fer what purposes is a military question to be 
decided on those grounds. To mix such questions with development 
questions, even though there may be side effects of this sort, seems 
distinctly unwise. American aid for military purposes which the 
country would have itself financed in any case necessarily frees 
resources which it can use for development or other purposes. 


B. GRANTS FOR EMERGENCY SITUATIONS 


The second type of situation where grants are appropriate is in 
emergency-disaster situations—the European floods of a year ago, 
earthquakes, Hungarian refugees, starvation in Port Said, and the 
like. These are, of course, undertaken primarily for humanitarian 
reasons, but they also usually return their cost many times over in 
international good will. If such disasters or emergencies should 
occur, for example, a serious crop failure in an underdeveloped coun- 
try, the grant, in kind or money, should be made promptly, and with 
no strings attached, or not at all. 

84313—56——25 
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C. GRANTS FOR ECONOMIC DEVELOPMENT AND TECHNICAL ASSISTANCE 


This brings us to the very difficult problem of the role in American 
foreign policy of direct grants for economic development—apart from 
military and emergency-disaster situations—and the correlative role 
of technical assistance. Here I have no more than a few marginal 
comments to offer because I am too uninformed on the actual experi- 
ence with these efforts as they have developed and changed over the 
years: Let me, therefore, merely suggest a few personal observa- 
tions which might be further explored by others more knowledge- 
able and more experienced. 

I have tried to suggest earlier that a country-by-country approach 
to the problem of the development of the underdeveloped areas is not 
the best one. An international approach, or, at the very least, a 
regional approach, seems to me to be required. Consequently, if 
direct American aid for economic-development purposes is neces- 
sary—over and beyond what I hope would be the capital contribu- 
tions to development from earlier suggestions—then it should, I think, 
preferably be provided internationally, or possibly regionally, rather 
than bilaterally. 

Let me emphasize that I here refer to strictly American aid given 
and administered by the United States, not our aid channeled through 
the U. N., of which more shortly. This is the Marshall-plan approach 
and, of course, stresses the cooperative, collaborative nature of develop- 
ment. 

In working collaboratively with particular countries on at least a 
regional basis, perhaps the most effective kind of technical assistance 
is that of wise counsel on the country’s development problem seen as 
a complex whole with many parts. My impression is that the IBRD 
staff and the IBRD missions have contributed greatly to develop- 
ment in many countries by their ability to point out to governments 
the frequently competing nature of many desirable things in develop- 
ment, the complementary character of others, and the relation between 
desired ends in development and the ways and means necessary to 
get them. 

The country missions in ERP performed similar valuable services. 
Whether or not officials of the United States Government, obviously 
a major power in today’s world, would be accepted in this role b 
countries often very sensitive about their sovereignty and independ- 
ence, [ am not at all sure. I feel confident, however, that American 
citizens in their private capacity would be quite acceptable in many 
cases. 

TECHNICAL ASSISTANCE THROUGH THE UNITED NATIONS 


The question of whether technical assistance, as against direct eco- 
nomic aid, would be more effective and acceptable if channeled through 
U. N. rather than supplied directly by the United States has been 
much debated. In general, I am inclined to think it would be. At 
the same time, however, my impression is that if this were done, some 
organizational and administrative reshaping in the U. N. might be con- 
sidered. As it is, we have the independent agencies such as WHO, 
FAO, UNESCO, along with U. N. technical assistance, all carrying 
on technical assistance programs of different kinds in different places. 
If the United States should channel most of its technical assistance 





FOREIGN POLICY AND MUTUAL SECURITY 287 


through the U. N., I should suppose we might wish to consider how 
the whole effort might be made more effective by being more carefully 
integrated. If we chose to do so, we might accomplish a good deal 
along these lines. 


MARGINAL CONTRIBUTIONS OF TECHNICAL AND ECONOMIC ASSISTANCE 


My final comment on direct economic and technical assistance is that 
we should constantly bear in mind that development is a complex, 
many-sided process in which these contribute only marginally; rarely, 
if ever, are they able to shape and guide development as a whole. De- 
velopment, once underway, is likely to shape its own course in rather 
unexpected ways, and this must be expected. Moreover, it seems to me 
that this would remain true even if the sums devoted to direct eco- 
nomic aid and technical assistance were many times larger than they 
now are. Consequently, I would feel we should not expect it to work 
miracles or assure great political and social changes of a kind we would 
welcome. 

Though these general comments on direct economic aid and tech- 
nical assistance leave many important questions untouched, they con- 
stitute all I feel qualified to offer on this particular topic. 


NEED FOR MORE QUALIFIED PERSONNEL 


In closing, I should like to offer for your consideration some small 
suggestions of a somewhat different nature. 

My first suggestion arises from the growing realization (at least I 
think it is growing) that the really stubborn blocking element in 
most underdeveloped areas turns out to be, on closer examination, in 
one form or another, an acute shortage of trained, qualified personnel 
of many kinds and types. These yawning personnel shortages can- 
not be corrected overnight either by the countries seeking to develop 
or by the United States. They will only be met, ultimately, as the 
higher educational institutions such as universities, technical schools, 
colleges, et cetera., and the rest of the educational system advance much 
beyond their present level. And let it be noted that qualified persons 
with the necessary language equipment do not exist in sufficient num- 
bers in the United States or elsewhere in the world to be pulled from 
abroad into the underdeveloped countries to do the job. 


A. FELLOWSHIP PROGRAM ON LONG-TERM BASIS 


Though fully to overcome the problem of personnel shortage will be 
a slow affair, an important first step is to bring abroad for training as 
many as possible of those who are qualified to benefit from it. The 
United States Government thus could well increase and extend its 
fellowship and training awards program for people from the under- 
developed countries. The Fulbright program has been excellent, but 
it does not include all countries—in some the funds are nearly ex- 
hausted—and dollar assistance greater than now provided from Smith- 
Mundt funds is needed. A well-conceived fellowship program on a 
long-term basis—one which does not expect immediate returns and 
which is not limited to immediately practical subjects or disciplines— 
would be a real contribution to economic development and to American 
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foreign relations. Such a program should be limited to persons seek- 
ing relatively advanced training abroad of a kind not available at 
home and for which they have the necessary language facility. On 
the latter, my view is that we should continue and even extend our 
English language training program abroad. 


B. COOPERATION BETWEEN FOREIGN AND UNITED STATES UNIVERSITIES 


Perhaps the most effective technical assistance approach we have yet 
devised has been the university-to-university scheme. Unfortunately, 
its full potential, I think, has not been developed. Perhaps it has been 
too short term in approach and too much directed from Washington. 
In any case, in education and the universities the long view probably 
is the right one, and to get the best results initiative and ingenuity are 
better left to the universities themselves. A sister relationship between 
an Amercan and a foreign university set up on a 10-year basis, or even 
longer, would allow the American university to serve the foreign 
university by building its graduate and research work, training young- 
er faculty members, and so forth, while the American university, in 
turn, would benefit almost equally, though in other ways. The Federal 
Government could both strengthen our own universities and contribute 
to foreign development by subventions to American universities to 
permit them to undertake such sister relationships in a more profes- 
sional manner on a long-term basis. 


ROLE OF UNITED STATES CULTURAL ATTACHE 


Finally, let me suggest what may seem a small, even trivial, point, 
though I think not. In our conception of United States Government 
representation abroad we have underrated the importance of the office 
of the cultural attaché as the interpreter of American ideals, American 
institutions, and American ways of approaching problems. In many 
underdeveloped countries responsible thought and opinion with any 
familiarity with the outside world tends to be concentrated in the 
hands of searcely more than a few hundred persons. A cultured Amer- 
ican, genuinely distinguished in his own right in some field and com- 
pletely fluent in the local Janguage, can be an enormous influence for 
good among the leaders of the country to which he is detailed. People 
in other countries often have quite false images of the United States 
and these are fortified by the propaganda efforts of the local Com- 
munist parties and sometimes by ardent nationalists. A cultural at- 
taché with the qualifications suggested—the best would be none too 
good—who had funds to do purely cultural things abroad could do a 
good deal to correct these false images of American culture which are 
so prevalent abroad. This is not a “selling” or a propaganda job in 
any of the usual senses of the term: rather by his competence, his 
dignity, his graciousness, and his essential human sympathy, under- 
standing, and perceptiveness of other people and another’s culture he 
conveys abroad the full meaning of all that is best in the American 
heritage. 

Any nation has a certain complement of values for which it stands 
domestically and internationally. These values are the expression, 
in the abstract and the concrete, of certain convictions concerning the 
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ood life for the individual and the good society in which he lives. 
hat constitutes the good life or the good society, of course, is not 
everywhere the same: A country’s foreign policy expresses interna- 
tionally the system of values prevailing within it. It espouses its 
own system of values as against other systems and it frames its own 
policies in accordance with them. It is in accordance with these con- 
victions that I have framed the comments I have offered here. In my 
best judgment they are in accord with the underlying values and basic 
convictions which constitute the good life and the good society as 
Americans see them. 
Mr. Gorpon (presiding). Thank you very much, Dr. Buchanan, for 
your fine statement. I would appreciate your remaining a little longer 
for questions that members probably have to ask of you. 


PROBLEMS RELATING TO CURRENCY CONVERTIBILITY 


Mr. Vorys. Dr. Buchanan, as to your first suggestion, about con- 
vertibility, I suppose you realize we would have to control the printing 
presses in all of the countries involved before we could ever start to 
underwrite convertibility. 

Dr. Bucuanan. I certainly would not suggest, sir, it would be 
underwritten on that kind of basis. It was rather along the lines in 
which it was handled in the Marshall plan; in other words, a control 
mostly in the form of advice, counsel, and working together with the 
budget authorities within the particular countries. 

I think, if I may say so, sir, the results obtained under the Marshall 
plan in that regard were very extensive. 

Do I make myself clear, sir? 

ir. Vorys. You make yourself clear, but I do not agree with you. 

In the Marshall plan we had integrated countries that were working 
together, but they have not got convertibility yet. 

Dr. Bucuanan. That is quite true, sir, but-—— 

Mr. Vorys. On the Randall Commission we studied this matter of 
convertibility. Which is the chicken and which is the egg? We 
quite quickly come to the conclusion that convertibility can only last 
when you have domestic saving, balance between exports and imports, 
balance of payments and things like that going on. 

Dr. Bucwanan. That is right. 

Mr. Vorys. So that for these underdeveloped countries, the only 
way you could get convertibility of their currencies, as I say, would 
be to stop the printing presses in those countries that can print 
money, or any other device which has the same effect. 

Dr. Bucnanan. May I comment on that? 

Mr. Vorys. Yes. 

Dr. Bucwanan. I think there is essentially not a difference of 
opinion between us, if I may say so. 

It is quite true, as you properly point out, that imports, exports, 
printing presses internally, all of these things relating to the exchange 
rate, and so on, hold true. 

On the other hand, it is necessary to make a beginning someplace. 
It usually has seemed to me that the most effective point on which to 
focus the attention is on the desirability of approaching convertibility 
as rapidly as possible. 
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I do not think it would be reasonable to suppose that most under- 
developed countries would undertake to make their currencies con- 
vertible on short notice even with rather substantial assistance from 
the United States. 

If assistance from the United States were offered for this purpose, 
I think it would have to be with the agreement that they would make 
a concerted effort toward controlling internal inflation and these 
other matters we already mentioned. 

Mr.’ Vorys. Thank you very much. 

Chairman RicHarps. Questions, gentlemen ? 

Dr. Buchanan, we appreciate your coming here to help us out. 


AID ON A REGIONAL BASIS 


Mr. Zastocki. Dr. Buchanan, you stated an international and 
regional approach would be the best for any aid to underdeveloped 
areas. I understood you would suggest such financial aid would be 
obtained through the International Bank or the Export-Import Bank. 

Would not some nations have difficulty in getting loans from such 
sources because of their inability to repay? Further, either by legis- 
lation or other regulation these agencies are unable to make so-called 
fuzzy loans? 

Dr. Bucuanan. I would like to make clear what I had in mind, 
sir. If you take the question of aid and economic development in 
southeast Asia, one way to approach it would be to look at each of 
the southeast Asian countries in turn and their particular needs, and 
so forth. 

It seems to me this is less desirable than, to just take an example, 
an approach to the problem of economic development in southeast 
Asia via a regional view such as, for example, through the Colombo- 
type plan. 

These nations in a degree are interrelated. Their problems are 
interrelated. Mr. Bowles pointed out earlier this morning that it 
is probably unwise for all of them to want to have steel mills, and so 
on, and it is probably unwise for all of them to want to specialize in 
or produce their own cotton goods and things of that kind. 

But if the problem is viewed on a country-by-country basis, then 
I think this type of consideration never gets into the discussion. 

Rather, I should suppose, if it were possible to have these countries 
meet together with our own people, representation in an area or group, 
then to some extent I think they educate one another as to their inter- 
relations. To some extent, also, they are able to checkmate one an- 
other in terms perhaps of undertaking things that are unwise or per- 
haps not in their own best interests. 

In other words, what 1 am suggesting is that 1 think—and I may 
be mistaken on this—one of the most important things in the whole 
Marshall plan arrangement, and I think it was very successful, was 
to bring the countries themselves together into what was called the 
OEEC, where they examined one another’s proposals, self-disciplined 
one another. 

There might well be an opportunity for this kind of an approach 
in the development problem, in the determination for what purposes 
and how much aid should be given. ; 





FOREIGN POLICY AND MUTUAL SECURITY 291 


ECONOMIC DEVELOPMENT AID BY PRIVATE FOUNDATIONS 


Mr. Hays of Arkansas. Thank you for a very fine statement. It 
was very helpful. 

Could you give us a quick answer on the extent of the aid that the 
private foundations are giving in this problem of economic develop- 
ment? I assume your foundation lends its help largely to research 
and educational endeavors? 

To what extent are the foundations getting into the problem of 
economic development and rendering financial assistance for industry ? 

Dr. Bucwanan. If I may speak just about our own foundation and 
slight reference to another. 

Contrary to perhaps what is generally understood, we do have 
some programs that could quite properly be called technical assist- 
ance. They are in two fields primarily: In the field of agriculture, 
confined mostly to Latin America—and I can send you a report on 
this if you like—and, to a much smaller degree in India. That is 
just getting underway. 

The other field where we have operated abroad is in the health 
field, and that has been primarily an effort where our contribution 
was quite marginal, in supplying personnel, most of the work being 
done by people from the country itself. For example, there was a 
malaria program in India. 

Those are the two areas where we get into something approaching 
direct aid to economic development. 

The other things we do are more indirect, perhaps relating to the 
point I tried to make at the end of my remarks. No matter how 
matters work out, there is likely to be a shortage of trained and 
skilled people in all walks of life, but particularly, of course, in our 
program we emphasize people who are assigned in universities, and 
things of that sort. 

Mr. Hays of Arkansas. You are one of the larger agencies in this 
field, are you not; probably the largest ? 

Dr. Bucnanan. No. I would have to check the budget, sir, but I 
think actually the Ford Foundation has a larger operation. 

Mr. Hays of Arkansas. Is it fair to say that the magnitude of the 
job is such that Government and not the private enterprise effort is 
the final answer in the global situation? It is just too big a job 
for private agencies exclusively ? 

Dr. Bucuanan. Most certainly, sir. 


ECONOMIC DEVELOPMENT AID THROUGH SUNFED 


Mr. Zasrockr. Would you care to comment on the advisability of 
the SUNFED proposal? 

Dr. Bucuanan. It is some little time since I read that and I am 
not too well informed at the moment on the details. 

I think at the time it was proposed there were a number of rather 
serious weaknesses which would not have commended it to me. 

That is not to say that I think some such organization with more 
permanence, with a longer run, would be bad and not be able to 
perform a real service. 


Mr. Zanrockt. I thought basically its purpose was to step up a 
United Nations type of assistance. 





292 FOREIGN POLICY AND MUTUAL SECURITY 


Dr. Bucuanan. Yes; and to get some special funds for develop- 
ment which were not available and could not be made available 
through the International Bank. 

Chairman Ricwarps. Thank you very much, Doctor. 

Dr. BucHanan. Thank you, Mr. Chairman. 

Chairman Ricuarps. The committee will stand in recess until 2: 30. 

(Whereupon at 1:20 p. m. the committee recessed until 2:30 p. m. 
this afternoon. ) 


AFTERNOON SESSION 


(The committee reconvened at 2:30 p. m., Hon. James P. Richards 
(chairman) presiding.) 

Chairman Ricwarps. The committee will come to order, please. 

We are privileged to have with us Dr. Collado. Dr. Collado is the 
treasurer, Standard Oil Company of New Jersey. 

Doctor, you certainly have had a lot of experience. 

We are delighted to have you. 


STATEMENT OF EMILLIO G. COLLADO, TREASURER, STANDARD 
OIL CO. (NEW JERSEY) 


(Formerly economic analyst, Treasury Department, 1934-36: econo- 
mist, Federal Reserve Bank of New York, 1936-38; Department of 
State, 1938-46 (Assistant Chief, Division of American Republics; 
special assistant to Under Secretary of State, 1941-44; executive 
secretary, Board of Economic Operations, 1941-43: associate ad- 
viser on international economic affairs, 1943-44; Chief, Division of 
Finance and Military Affairs, 1944-45; director, Office of Finance 
and Development Policy, 1945-46) ; United States Executive Direc- 
tor, International Bank for Reconstruction and Development, 1946- 
47; trustee Export-Import Bank of Washington, 1944-45; United 
States alternate to Inter-American Finance and Economic Advisory 
Committee, 1939-46; member, American Economic Association) 


Mr. Cotxiapo. I am honored to have been asked by your chairman 
to give my views on aid to underdeveloped areas. In the following 
prepared statement, I shall concentrate on long-term programs of 
economic assistance in the development of underdeveloped areas, recog- 
nizing that such programs are interrelated with other types of aid, 
and that urgent requirements for short-run aid may so shape the form 
and manner of giving aid as to make it difficult to carry out our long- 
term programs in a manner best suited to attain our objectives. I 
shall try to state certain conclusions which I have reached along with 
certain large questions which remain in my mind. 


PEACE AND SECURITY THROUGH ECONOMIC DEVELOPMENT 


It is not possible to state that under all circumstances the mere de- 
velopment of economic strength in underdeveloped countries will con- 
tribute to international peace and to the security of the United States. 
Obviously, the strengthening of a country dominated by an unfriendly 
dictator can have at least short-run effects inimical to the interests of 
the United States, and obviously a policy of development should not 
be carried out blindly. Nevertheless, I believe we must conclude, as 
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an overall judgment, that the economic advancement of the peoples of 
the free world will tend to be in the national interest of the United 
States. This is true on several counts: 

(1) The United States and the other nations of the Western World 
are committed to an economic and social pattern which flourishes best 
ina growth economy. This growth can be maximized if the economic 
growth of our trading partners is maximized. 

(2) The United States and other western nations require for maxi- 
mum economic growth increasing quantities of imported raw mate- 
rials. While we must recognize that the aspirations of particular 
countries for economic development do not always run in the direction 
of increasing their raw material production, and that we must cer- 
tainly develop alternative sources of supply to avoid unnecessarily 
increased dependence on particular countries, nevertheless raw mate- 
rial supply considerations generally tend in the direction of justifying 
economic development of other countries. 

(3) In most foreign countries, the economic and social pattern is 
not completely frozen, and in many of these countries socialistic forms 
embrace only a fraction of the total economy. In the process of eco- 
nomic development, it may be possible to encourage those economic and 
social forms which are more consistent with our own philosophy of a 


free and contractual society. 


KIND OF ECONOMIC AID PROGRAM NEEDED 


If we accept the proposition that the economic development of un- 
derdeveloped areas is generally in the interest of the United States, 


we must face up to the difficult question of what sort of a program, 
if any, is likely to meet this end, how big it should be, and how it 


should be carried out. It is at this point that I begin to have a lot of 
questions which I have not been able fully to resolve to my own satis- 
faction, and this prevents me from laying out a simple concrete pro- 
gram for the committee. 


A. AMOUNT OF AID BASED ON COUNTRY NEED 


Generalizations should not be made on the total amounts of aid 
needed. The economic and political factors relating to aid are ex- 
tremely varied and it is rare that the description of one country 
would fit another. The amount of foreign aid should therefore be 
decided on a country basis and the total should be built up in that 
fashion rather than the reverse. There are no automatic limits to the 
amount of aid the United States could afford in the range of present 
operations. Actually, as a percent of gross national product, our aid, 
which has long varied between $4 and $5 billion, is now about half 
the percentage it formerly was. Moreover, our financial system and 
gold supply are in no way threatened by the current aid program. 
Finally, the amount of our aid has been overstated by overpricing of 
our military goods and by the use of agricultural surpluses. 


B. CREATION OF PROPER CLIMATE 


It is not practical to take the approach fashionable in some quar- 
ters that the United States should promise to make available all the 
development funds the underdeveloped countries want and can show 





294 FOREIGN POLICY AND MUTUAL SECURITY 


that they can use productively. Jersey Standard’s experience with 
foreign investments would seem to indicate that most economists may 
underestimate the absorptive capacity of the underdeveloped coun- 
tries. It would also seem that the productive-use criterion might be 
difficult to employ in practice; would it be on the basis of a 1 percent 
or a 5 percent rate of return on investment for the particular coun- 
try? Would it be made available only if the governments did not 
discriminate against private incoming investment? If the govern- 
ments 'did not discriminate, and if war and expropriation guaranties 
were available, what form of productive investment would then not be 
handled by private enterprise ? 

The United States Government has an important, difficult task to 
use its bargaining power to create the proper climate for enterprise 
and economic development. The absorptive capacity approach would 
seem to destroy this bargaining power. ‘ ‘ 

This bargaining can take place in accordance with the self-interest 
of the parties, and it is nothing of which we should be ashamed 
nor which we can shirk. We are not trying to tell other countries how 
to run their internal affairs. We should be trying to suggest what 
experience has taught us is the best way of transferring productive 
growth, and to indicate that even a sovereign government has a perfect 
right, and often duty, to enter into firm contracts with individuals to 
permit the carrying out of mutually desirable enterprises. 


BENEFITS DERIVED FROM PRIVATE INVESTMENT ABROAD 


I devoted quite a few years in Washington before, during, and im- 


mediately after World War II to the activities of the Export-Import 
Bank and the International Bank, and I have spent the last 9 years in 
a large company engaged in worldwide foreign investment. activities. 
It is clear to me that the immense strides forward which the American 
economy has made at home have been the result not only of applica- 
tion of additional capital to our store of capital goods, but also to the 
rearrangement and rebuilding and modernization of our capital equip- 
ment by the reinvestment of the retained cash earnings of individual 
enterprises of our country. The improvements in productivity which 
have made possible the great increase in per capita incomes in the 
United States have in great measure flowed from the innovations car- 
ried out by the managers of these enterprises. This has not been the 
result of mere technical nor scientific advance, but the translation of 
technical and scientific discoveries into real economic activity by indi- 
viduals bringing together economic resources in an atmosphere encour- 
aging to free enterprise. Certainly foreign capital and purely 
technical know-how can make important contributions to the develop- 
ment process in underdeveloped areas, but the mere supplying of 
money and pure technology is often not enough. This has been recog- 
nized by most of the writers on the subject who lay great stress on 
education in the development of skilled management and labor. I 
believe our attempts at governmental aid programs, which at best can 
be expected to be very slow in bearing fruit, have been impeded by a 
failure to find effective ways to impart something of the dynamic 
spark which in this country is supplied primarily by the entrepreneur 
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who assembles the factors of production and goes on with the process 
of productivity improvement and economic development in the course 
of his everyday business. ‘The transfer of productivity growth abroad 
is something which private investment is peculiarly fitted to do. 


DOLLAR VALUE OF PRIVATE INVESTMENT ABROAD 


The amount of private foreign investment and its economic impact 
on activity abroad is probably much greater than ordinarily realized. 
As a matter of fact, the reported figures of foreign capital investment 
by American business grossly understate what is really going on. In 
the United States we have for years published capital investment esti- 
mates which include all expenditures for capital goods, whatever the 
source of the funds—new investment money, retained earnings, de- 
preciation, and depletion accounts, loans, and so on. On this basis, 
in 1956 some thirty-five to forty billion dollars is being invested by 
American business in capital expenditures in the United States. This 
is the measure of what is going on in our economy, building for the 
future. 

Overseas investments, however, are normally discussed on the basis 
of net direct investment outflow. No account is made of the rein- 
vested earnings of foreign subsidiaries, of investments from deprecia- 
tion funds, or even of new investments equal to the proceeds of sales 
of investments in place. According to these data, United States net 
private investment outflow abroad in 1955 was a mere $679 million. 

No one knows what the gross figure may be, but some idea of the 
amount of the understatement involved may come from a comparison 
with figures for Jersey Standard’s investments abroad. In contrast 
to that $679 million reported for all United States companies in 1955, 
Jersey Standard alone is risking some $725 million this year outside 
the United States. An even more striking example is the year 1954. 
The published figures for United States investment outflow in the 
petroleum industry in Latin America showed a minus $22 million, yet 
in that year alone our Latin American afliliates spent almost $200 mil- 
lion for new plant and equipment, and in the search for oil. 

Unquestionably, in recent years, the actual capital investments 
abroad by private United States enterprises have far exceeded the 
total of our Government’s economic assistance to foreign countries. 
Of course, this applies only to the totals, and clearly was not true 
for several Asian countries where much of the aid was concentrated. 
But I suspect that overall private foreign investment in 1955 may 
even have exceeded the approximately $5 billion of all aid, economic 
and military. 

Incidentally, I do not take very seriously the contention of certain 
economic writers that investments in extractive enterprises do not 
tend to help the economy. I am sure that many of you are familiar 
with the studies of the National Planning Association of particular 
cases of private investment abroad. The story of Casa Grace in 
Peru, wl of Creole, our own affiliate in Venezuela, are examples. 
They explain not only the success of these investments, but more im- 
portantly, their contributions to the economic and cultural advance- 
ment of the countries in which they are located. 
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RELATIONSHIP OF GOVERNMENT AID AND PRIVATE INVESTMENT 


The policy problem in the United States is to accelerate economic 
development with particular reference to those countries and those 
types of economic activity which have not attracted private invest- 
ments, and to do so by Government assistance in such a manner as not 
to deter the increasing volume of private capital expenditure which 
is already going on. This whole area of Government aid versus pri- 
vate capital presents one of the most ticklish problems confronting 
our Government. Most businessmen realize that there can be no easy 
solution, and can sympathize with our Government when it is con- 
fronted with alternatives, all of which contain objectionable features 
but from among which one must be chosen. I do believe, however, 
that whenever our Government is solicited for aid for a project which 
clearly would be done by private capital, whether American or not, the 
interests of the Americ an taxpayer demand that the aid be refused. 
Naturally, a great no man’s land exists between those programs which 
are plainly governmental—such as harbors and ports—and those in- 
dustrial projects which obviously are in the private enterprise cate- 
gory. But the principle is clear, and we should miss no opportunities 
to stress it. I also believe that our Government should make clear 
to all countries that the record of their treatment of private capital, 
domestic and foreign, will be an important factor in any decision on 
foreign aid. 


RESTRICTIONS AND INDUCEMENTS TO PRIVATE INVESTMENT ABROAD 


Although many countries have removed, or are beginning to re- 
move, economic restrictions which have discouraged the investment of 
foreign private capital, many others still believe that they can get 
along without it, or can substitute loans or gifts from other govern- 
ments to accomplish objectives which could be attained much more 
efficiently by private capital investment and free competition. 

Unreasonable restrictions by foreign governments on private cap- 
ital investments, whatever the ideological or emotional reasons for 
them, unfortunately penalize most of all the people of the country 
involved. Snch restrictions prolong, or postpone indefinitely, the 
time when the fruits of plentiful energy and productivity can be 
realized by the people. 

One area that needs additional study and on which I do not feel pre- 
pared to make detailed recommendations is the manner in which pri- 

vate investment could be enlisted in areas, such as Vietnam or pos- 
sibly Korea, which do not ordinarily invite economic expansion 
through private investment. Possibly this could be assured through 
some form of leverage loans to private companies, or even through 
grants to those companies on terms of specific performance. This 
brings up a very difficult question of policy whether legislation should 
be enacted which, while certainly contributing to the “efficient attain- 
ment of the desired goals, may also directly benefit certain private 
interests. 

While special arrangements to enlist private investment in certain 
of the more difficult areas may be essential to acomplishing the whole 
job, the more general aspects of encouraging private investment still 
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have their importance in the underdeveloped areas of the world at 
large. I shall not dwell on the methods by which this Government 
can support private foreign investment by American businessmen. 
They include diplomatic support, treaties on the fair treatment of for- 
eign investment, investment guaranties, and tax treatment. 

The policies and actions of our own Government, essential as they 
are, diminish somewhat in importance when we turn to a consideration 
of the policies of foreign governments toward United States private 
capital. The management of an American company, trying to decide 
whether, and where, to risk the shareholders’ investment abroad, must 
take into account many more factors than for a similar investment 
in this country. 

The stability of the government, internal security and the protec- 
tion of individual freedom, the efficiency and promptness with which 
the government functions, foreign exchange restrictions, discrimina- 
tion against foreign capital in favor of local capital or of a govern- 
ment-owned enterprise, the existence of government- sponsored car- 
tels—all these and many more need to be considered. 

Most important, of course, in international investment is an assur- 
ance that contracts will be honored. The nature of many enter- 
and this is particularly true of the oil business—requires that 
the investment be negotiated with the government, and covered by a 
formal contract with the government. When a government uni- 
laterally repudiates such 2 contract, the whole fabric of international 
investment is jeopardized. That is the main issue of Egypt's seizure 
of the Suez canal. That is not nationalization—it is the breaking 
of a solemn contract. 

In conclusion, I have laid very great stress on the importance of 
coordinating government programs for assistance in the economic de- 
velopment of ‘underdeveloped countries with the activities of private 
enterprise abroad because of my strong conviction that the policy will 
succeed only if such coordination is ‘imaginatively and successfully 
ace omplished. T should like at this time to express my appreciation for 
the opportunity to express my views before this committee. I should 
also be happy to answer any questions the committee may have. 

Mr. Gorvon. I have no questions at this time. 

Chairman Ricwarps. Mr. Vorys. 




















































CONTRIBUTIONS OF PRIVATE COMPANIES IN UNDERDEVELOPED COUNTRIES 








Mr. Vorys. I want to confess my ignorance of the cases of Casa 
Grace and Creole you assumed we all “Inow about. Per haps every- 
body here does except me. Will you enlighten me? 

Mr. Corrapo. Casa Grace, W: R. Grace & Co. ., has a very enviable 
record of foreign investment activities mostly in the west coast of 
South America and particularly in Peru and Chile. The NPA pub- 
lished a very interesting pamphlet a year or so ago on their Peruvian 
activity. It is a case study on how a foreign investment coming in, 
in the case of the Grace interests or iginally more as a trading com- 
pany and a shipping interest, moved into all kinds of lines of economic 
activity in Peru. They moved into manufacturing and certain agri- 
cultural and other pursuits and they greatly increased their own 
scope. Simultaneously they brought with them a whole group of 
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surrounding, purely Peruvian, enterprises that contributed to their 
own activities. What started out to be a relatively small and modest 
figure in the balance of payments, X dollars invested, has grown up 
to be a very impressive economic organization. It has been of real 
social importance in Peru. I think this book has shown that. 

The case in Venezuela of our own company, Creole, which is the 
largest but only one of a number of oil companies that have con- 
tributed very importantly to Venezuela, is possibly even more im- 
pressive because the figures are bigger. The Creole development, par- 
ticularly the last 20 years, although it goes back a little longer than 
that, has been from the old- fashioned—how shall I describe it—camp 
and field operation that was typical of early petroleum exploration 
and investment in very rough country where you hacked your way in, 
found the area, did your exploration, housed your people, fed them, 
until now they have been able to expand, have been able to push all 
of the service functions back on to local enterprise. They sold their 
powerplants. Now they have established little local public utility 
companies in various towns that service them, they buy their food, 
they buy a great deal of their materials locally, and so forth, but the 
contribution is twofold. 


A. IMPORTATION OF DOLLARS 


One, the fact that they employ a lot of people and bring a lot of 
money into the country, and that they are an export industry, means 
dollars come in and the country is in good shape to import its require- 
ments. 

B. TAX REVENUE EARNED 


At the same time there is the tax impact. The oil industry con- 
tributes a very large percentage of the revenue which permits 
Venezuela to carry out large development programs with their own 
money. It is Venezuela’s own initiative. 


C. EXTRACTIVE INDUSTRIES CREATED 


There is also this other side of creating the private industry that 
grows up alongside of your own industry. I only throw that in 
because there has been a little tendency in some of the literature current 
lately on how you develop countries to dismiss the so-called extractive 
industries as of no real importance in this field. But actually a very 
large proportion of the total economic development, cement plants, 
and a host of other things, has at least a partial root in the very 
activities of these oil companies which have gone way beyond the 
simple extraction of oil and carting it away somewhere. It is the 
whole process of economic development and something starts it. In 
this case it is clearly the oil business. 

Mr. Vorys. In each case, does it involve a new look, a more enlight- 
ened view or something like that, on behalf of these companies?) Why 
did the companies go about it that way ? 

Mr. Cotxapo. I think the companies go about it this way because 
it is in their own best interests to go about it this way. In our own 
cease I think, speaking a little off the cuff, this is not an official company 
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statement, but I think first of all times are changing, the world is not 
what it used to be, and I think companies have had to recognize that 
things have developed and techniques have changed. ‘That is true at 
home and it is true abroad. 

The change probably is greater abroad than at home because factors 
at home took care of themselves a little bit more than abroad. I think 
companies took a lot more initiative in changing their practices abroad 
than they did in the United States. 

Now, why they do it is very simple. They are in business, they 
recognize that business is dependent upon good will and if they are 
contributing properly to the economic development of that particular 
country, the old-fashioned exploitation just does not go. It never was 
a very good idea and nowadays it is not even a feasible idea. Com- 
panies have recognized that. I like to think that managers of compa- 
nies are enlightened human beings, but I think you can dismiss a 
lot of the purely idealistic and humanitarian considerations. They do 
it because it is very good business. I think we ought to put it on that 
basis. I think it is silly to call it something else. 

Mr. Vorys. That is the point I wanted to get at. I find in my own 
district—I will bet the rest of you find it in your communities—that 
a somewhat similar procedure is going on. 

The chain stores, the national corporations in our community have 
in recent years had a definite policy that their management must 
participate in local activities, contribute to the community fund and 

%ed Cross, and participate in such activities as a matter of enlightened 
self-interest. 

I just wondered if maybe there was not a similar sort of thing 
going on with the companies that had vast experience in the foreign 
field. 

Mr. Cotiapo. I am sure that is right and I think you will recognize 
that in most of the world the views regarding mineral wealth, things 
you extract from the soil, are somewhat different. Certainly the legal 
status is quite different from that in the United States and maybe 
Canada and one or two other places. There is a very great tendency 
for people to think of the oil and minerals and other things in the 
ground as a very important national asset, their patrimony, and 
they are very jealous about other people doing something with it. 

So I think that the companies in the extractive industries have had 
to be even more sensitive to these considerations possibly than people 
in a more conventional manufacturing or other type of shihaatay. 
In many countries, of course, it has gone to the point where there is 
an almost fanatical view about the oil and metals and other things 
in the ground and the feeling that only domestic people or even the 
local government should be allowed to touch them, that there is some- 
thing sacrosanct about those. That is a view with which we do not 
sympathize. We feel you can extract things from the ground on a 
basis on which the local nation’s interest, the national interest, not 
just government interest but national interest, can be properly se- 
cured. These royalty, tax, and other arrangements we have entered 
into all around the world are designed to do that and are generally 
recognized, I think, by most of the more reasonably disposed gov- 
ernments to do so. 
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D. BUILDUP OF DOMESTIC SOURCES OF SUPPLY 


If I could go further, I think that this interest has two or three 
very practical further aspects beyond public or governmental rela- 
tions and getting into the more substantive economic side. We cer- 
tainly find that to conduct our business around the world we need 
an awful lot of materials, building materials, steel, equipment, all 
sorts of things, and it is important to us to obtain those things as 
cheaply as possible and with constant sources of supply and all the 
rest of it. We have our own supply problems on our requirements as 
well as the oil we sell to consumers. Consequently building up 
domestic sources of these things fits our purposes very, very well. 


E. DOLLARS EARNED FOR AMERICAN STOCKHOLDERS 


Secondly, we are an international trading company. <A very great 
deal of our business, perhaps unlike some other American foreign 
investors, is in trade Metweln pairs of foreign countries in which 
very little of our total business crosses the American border. We 
do not import very much and we do not export very much in relation 
to our total business, but we do a tremendous international business. 
Last year I think we moved $1.4 billion worth of oil in international 
trade, which is a substantial amount. We have payment problems 
because we are operating in two sets of foreign countries. To the 
extent that we can purchase our requirements in countries to which 
we sell the oil, it makes it easier basically to collect for the oil we sell 
to them and we make it easier to bring back home to the American 
shareholders dollars which are the only thing the shareholders want 
in their dividends. We have that aspect of it. 


F. DELEGATION OF ANCILLARY ACTIVITIES TO LOCAL INTERESTS 


Then another, which will be my last point on this, another thing is 
that we think we know something about the oil industry and its re- 
lated activities. We really do not want to be in the business of gener- 
ating electric power, we do not want to be running commissaries, we do 
not want to be in the housing business, we do not want to be in a vast 
number of these ancillary activities and we are very happy if we can 
see those things turned over to local or other interests who supply them 
competently and relieve us of their management, We have enough to 
do to get the oil out of the ground and refine it and get it to consumers. 

A company like ours historically is shearing off fringe activities 
while at the same time we may take on new ones. We are moving into 
the petrochemical business or something like that but that is our 
business. Food business or public utilities we do not consider our 
business and we like to keep our job down to manageable proportions, 
So it suits us to do these things. I am sure it suits the economies 
of the countries, also. 

Mr. Vorys. Thank you very much. 

Chairman RicuArps. Any questions? 


CONTRACT TIME AND CONDITIONS FOR MINERAL CONGESSIONS 


Mrs. Kexiy. I have several, Mr. Chairman. | 
Mr. Collado, what is the usual period of a contract. 
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Mr. Cottapo. You are talking about producing? 

Mrs. Ketiy. Yes. 

Mr. Cotuapo. We like to have, if possible, a minimum of 40 years. 
Exploration for oil in a new area is a long and speculative process. 
It Reomeadie takes 5 to 10 years before you get into anything that can 
be considered to be commercial production and we like to have a rather 
considerable period in which we can plan to develop the reserves and 
produce the oil. 

There are, as you know, economic levels at which you get maximum 
recovery of oil out of wells. You cannot get it all in a couple of years. 
It is better to spread it and get more total oil. It is important to us 
and also important to the people whose country has the oil because 
you can have wasteful methods in which they do not ultimately recover 
as much oil. 

Ordinarily we try for something of the order of 40 years. There are 
various ways of doing that, by renewals and options, and so forth. 

Mrs. Ketiy. That is what my next question is. If you have 40 years 
as your first initial contract, have you ever had to renegotiate your 
contract due to problems in the country in which you have first nego- 
tiated that contract? 

Mr. Cotxiapo. Yes; very frequently. 

Mrs. Krtiy. Very frequently ? 

Mr. Cotxiapo. Let me be quite precise. 

We have had probably the whole range of experience in one place 
or another in the world. First of all, I did not mention but I know 
you know that in the United States and in Canada generally the 
oil rights go with the surface rights, although they can be separated 
by contract, but IT mean you deal with an individual and you can 
buy the oil rights in perpetuity and that is the end of it. 

In the sort of country we are talking about normally you make 
some sort of contract with the government to get a concession, or 
whatever you want to call it, to explore and develop. 

We have had one notable example of the expiration of a con- 
cession that we developed and that we got reasonable return on. 
We did not by any means get all the oil out of it. The end of the 
period came and the concession reverted to the government which set 
up a government enterprise to operate it and which is now being 
operated by the government enterprise. That is a concession in Co- 
lombia. That is the easiest simple example of that. 

The thing went through its entire cycle and at the end of the period 
the Colombian Government took back the properties in accordance 
with the original contract and is operating them. We give them 
technical advice but they are actually operating them. 

Now, we have not had so very many cases where the period or the 
actual right to produce has been questioned or changed, but we have 
had a great many cases where the original financial terms have been 
altered by agreement during the pete after the original deal was 
made. Actually, as you know, the so-called 50-50, which is quite 
current around the world but which is defined in a variety of ways— 
not a simple formula in each country—probably was developed in 
Venezuela during World War II. 

That in itself constituted a change in the arrangements that ex- 
isted there before, but we have always been very willing when it 
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was mutually desirable to modify these arrangements and move with 
the times. 


OIL CONCESSION IN THE MIDDLE EAST 


Frankly, I suppose it is no secret we have moved a little faster in 
some cases than we might have if left entirely to our own devices. At 
times they pushed us quite far. That was true in Middle East con- 
cessions of the American companies. It is equally true of some of 
the others and in British Middle East concessions there have been 
a lot of changes, but in general most of them have been the result 
of long, arduous, somewhat difficult negotiation. However, we have 
always been able at least to match up some quids for the quos in these. 


PRIVATE NEGOTIATION PREFERABLE TO GOVERNMENT ACTION 


I would not say they always balanced but we have moved with 
the times. We have done this thing by negotiation rather than by 
simple arbitrary unilateral action by the Claeaaaee. The latter 
is the thing we are really concerned about. Unilateral action gives 
us the greatest problem and that is the area in which obviously we 
need the greatest moral support we can get from the Government 
and from opinion generally. 

This gets beyond simple governmental action and there is the ques- 
tion of building up or rebuilding almost a moral position on these 
things. It is peri an educational process of really demonstrating 
what sometimes I am not sure we even fully believe at home and that 
is that the foreign investment is really good for these people. If 
they really realize they benefit from it, they are much less prone to 
take these emotional and arbitrary actions than if they do not. 

Actually, the number of countries in which you have those difficul- 
ties is quite small. They stand out because they are the ones you 
hear about; you do not hear about the places where everything is 
going very nicely. But the fact is that over the years we have man- 
aged to get on pretty well with most countries, subject to a little 
pressure and a little nibbling here and there. We recognize that. 


METHOD OF REINVESTMENT 


Mrs. Ketiy. Do you reinvest any given percentage per year accord- 
ing to your productivity in a country? 

Mr. Cotxapo. No, we really cannot. It is a process I am very much 
personally concerned with because we are right in the middle of our 
annual budget considerations for this coming year and we have a 
very complicated process that is not entirely unlike that which goes 
on here in Washington although on a much different scale. 

We operate in our own company through a very large number of 
affiliated corporations. The Standard Oil Co. is a parent company. 
It is—I hate to use the word—a holding company. It is a coordi- 
nating body and advisory body. We go in heavily for development 
of personnel, training and all that sort of thing. But in general our 
operations are handled around the world by special corporations 
which exist usually in each country although there is some variance 
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in the pattern. To some extent the pattern is the result of history 
and not something we started out with recently. 

Each company has its own problems. Some of them have to look 
for oil. We, for example, today have a half-dozen exploratory com- 
panies that have no income whatever; they are purely exploration 
companies with a team of geologists out somewhere doing what you 
have to do to look for oil. In those cases we are putting in a hundred 
percent of the capital of those companies and not taking out anything, 
so the problem of reinvestment has not yet arisen. 

We Sone producing companies which have found substantial de- 
posits of oil and they run in cycles. They have periods when you 
make a lot of capital investment, drill a lot of wells and get a lot of 
pipeline gathering facilities and all that sort of thing to collect the 
oil and get it ready to be used. Frequently they run in plateaus. 
After you have put all the gathering lines and such in for one level 
or range of operation you then have a period when you pull some 
oil out of the ground and accumulate cash. You then decide to move 
to another plateau and invest a lot of money and it goes out. There is 
no fixed percentage of reinvestment by any one operation at all times. 

When you come to refining operations we have companies in coun- 
tries, like most of the European ones (very little oil is produced in 
Europe—some in Netherlands, Germany, and France), where you have 
very heavy expenditures for refineries and you have marketing ter- 
minals, distribution facilities, and that sort of thing. 

When you build a refinery you put a lot of money into a country 
for a while. When you get the refinery built you do not build an- 
other for some years, and tend to bring some money out. In individ- 
ual sectors of our business there is no simple percentage or rule. 

Across the board we have an integrated system. The principal big 
producing countries are export countries—Venezuela, Middle East, 
and so forth. They depend very heavily on the refining, the trans- 
port and marketing facilities that exist in other countries. So you 
have problems between corporations as to where the investment goes. 
We would consider the building of a large refinery—for example, 
in Belgium, which we did right after the war—an investment made 
necessary to permit the export of crude oil from Venezuela. The 
investment is not in Venezuela; it is in Belgium and by a different 
company, but it is related. 

Looking at the system, we have some cyclical movement as well. 
In the period 1950 through about 1954 or 1955, the Jersey company 
consolidated had some net accumulation of cash. We were able to 
finance all of our very substantial investments by reinvestment of 
our own cash earnings after dividends with only very small net 
borrowing. 

This year we are borrowing around the world rather considerably. 
Our investments this year are bigger than our cash income and our 
investment next year will be again bigger than our cash income. This 
things goes in cycles. I do not know if I have explained it clearly. 

I do want to point out that we reinvest a tremendous amount of 
our total take. Ninety percent or more in some years, 85 percent at 
least in most years, of this total large figure that we spend abroad, 
$700 million or $800 million this year, $900 million or so next year, 
and it is going up each year, will come from funds generated by the 
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business itself around the world, not necessarily in the same country. 
Only the balance do we finance outside. 

That is why the gross figure, which I stressed, gives the economic 
impact, is so much bigger than the net balance of payments number 
which the Department of Commerce computes for an entirely dif- 
ferent purpose, that is, the balance of payments. This is a different 
purpose than the measure of economic growth. 

Mrs. Ketuy. Thank you very much. I have one more question but 
I will wait until the end. 

Chairman Ricuarps. Go ahead. 


INVESTMENT GUARANTIES 


Mrs. Ketiy. You spoke about government endeavoring to have pri- 
vate enterprise develop industries in areas if it is possible. Do you 
think that we should guarantee that investment in some form or man- 
ner or by appropriation or authorization of our funds, and then on an 
open bid get X company ? 

Mr. Coriano. That is one of the questions I told you I had not 
made up my mind about because I think that is a very difficult area. 

First of all, there are large areas where I think you will find that 
already private investors are going in very extensively. If I am right 
it is $5 billion of expenditures; that is a big figure abroad. I think 
that your basic reliance should be to try to pave the way in any way 
governments can. It is a little bit the United States Government’s 
pressure, and it is a little bit of discussion and firmness and negotiation 
with other governments, really educational with them, because I think 
that side is much more important than what we do by legislative action 
directly affecting the investment. You should try to encourage as 
much purely private investment on a risk basis without recourse to 
government guarantees or contracts or direct financial assistance at all. 

I am sure in the last analysis that that is the best and most satis- 
factory investment and the most likely to be productive of develop- 
ment abroad. 


GOVERNMENT DEVICES AND LOANS FOR PRIVATE ENTERPRISE 


Then you come to these difficult areas where it is hard to generalize. 
Sure, Venezuela is fine but you do not get anybody replacing privately 
in these key places in southeast Asia or the Far East or some other 
places the very great volumes of funds the Government has found it 
absolutely essential to put in. There is where you get the question 
of whether there is any way you can properly, through Government 
devices, bring the private enterprise dynamics into the picture. That 
is what I am trying to say ought to be added to the Government’s 
program. 

I think the guaranty programs can help some. I certainly would 
not advocate discontinuing them. For our own company, which is in 
a rather special position, I hope we will not have to rely on them. I 
prefer not to for a number of reasons. 

The administration of the guaranty programs is extraordinarily 
difficult. I know because I negotiated one of them and the mere 
foreign exchange clauses of how you get payment are very, very diffi- 
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cult to define. How you would adequately negotiate a definition of 
degrees of expropriation under an expropriation guaranty is very hard 
for me to see. I have worked with the lawyers on this a number of 
times and it is very, very hard to draft a contract and, consequently, 
to administer the thing and I do not think we should overlook that. 

Nevertheless, there are a lot, particularly of smaller firms and newer 

eople in the foreign investment business that I think can be attracted 
in with a little help from the guaranty program. Maybe when they 
get their feet wet they will blossom out further without some of these 
devices. From that point of view I think it is all to the good. 

I do not know that that answers all of it. I have tried to suggest 
here that for the very difficult areas and problems there ought to be 
some attempt made to see if the Government itself could not basically 
contract with companies either to give them very extensive loans, what 
T call leverage loans, in which the loan is a very high percentage of 
total investment but gives the private company quite a little incentive 
to get in and manage it on a private enterprise basis and not merely 
as a contractor building something and delivering it or possibly even 
to give them some form of grant. But that is a very tough thing to 
handle, I think, from the Government point of view. 

How do you select which companies you do this with and all the 
rest of it? I am sure we would not be among the probable partici- 
pants in such a program, but recognizing the problem I think we have 
to mention that maybe that is the only way you can do it. 

Chairman Ricriarps. Mr. Gordon. 


RISKS INVOLVED IN ESTABLISHING NEW ENTERPRISES 


Mr. Gorvon. How much of a gamble do you allow on new search 
for oil? Do you have a certain percentage allowable for that? 

Mr. Cotiapo. Well, I suppose that there is no fixed formula or 
rules. I suppose that the executive committee and the board of direc- 
tors, all of whom are employees of the company who have risen through 
it, who are oil people and have come up through various of the func- 
tional specialties—the present chairman of the board, Mr. Holman, 
is a geologist and producer—they have, I am pretty sure, through long 
experience got various, you might say, ingrown rules as to how much 
they think you should do. 

I think that this also goes through some form of cyclical movement. 
A big company like ours really looks at the whole world as a possible 
source for oil. They are always looking at all those countries in which 
they are not operating and, first of all, wondering and studying such 
geological information as may be available to them, if possible, ne- 
gotiating, seeking permission for the most simple of preliminary 
geological investigations, some of these aerial things, and so forth, 
IT am not talking about the detailed geophysical thing, trying to de- 
cide where they think are prospective areas and at the same time 
studying the legal situations, petroleum legislation, or whatever it 
may be, of the country, the whole climate, and deciding whether to 
goin, 

There is a real tendency for a large company such as ours to explore 
for oil anywhere in the world where we think from a geological point 
of view we might reasonably expect to find it and anywhere in the 
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world where the general investment climate and the general govern- 
mental circumstances and stability of the area, and so forth, is such 
that we think we will either be allowed in, invited in, or made welcome. 
That is in a sense what we are doing. 

Some years ago Guatemala, after the change in regime down there, 
invited American aid in drafting petroleum legislation. 

They drafted suitable legislation, and a number of companies have 
come down there and have sought certain areas to explore and have 
their geologists doing it. ‘Turkey did the same thing a number of years 
ago, and Libya did it. They had some American and private 
technical help. 

Having made preliminary investigations, the decision to carry on 
detailed explorations and development all depends on the reports. 
We made some very good finds; we made some very lucky finds. We 
spent many years in some places before finding anything. In some 
countries we found nothing. So it is that kind of a situation. It is 
a gamble. 

Chairman Ricuarps. Mr. Carnahan. 


EFFECTS OF UNSTABLE GOVERNMENT ON PRIVATE ENTERPRISE 


Mr. Carnanan. The question I had in mind was about the same as 
Mr. Gordon’s. But have you dealt with governments where you were 
pretty sure the government was not going to last very long? 

Mr. Cotiapo. I guess the answer is “Yes.” We have not dealt with 
them very happily. We, of course, found it most desirable not to try 
to meddle with political situations. We cannot get into a position 
of appearing in any way to influence local political developments, 
but we have certainly found that in dealing with countries all over the 
world we have to deal with all kinds of governments. Some we like 
better than others. Some are more democratic than others and some 
apparently are sitting on a hot spot and might be pitched out. 

We very much try, where it is a governmental contract, to assure 
ourselves by every possible means that the arrangement is approved 
by all the proper constitutional forms of the country, to try to insure 
as best one can that if there is a change in government any succeed- 


ing government will recognize it is a “contract properly executed in 
the national interest and one that should be honored. 

Mr. Carnanan. If you have a contract with a government and they 
have a revolution, is the contract usually honored by the new 
government ? 

Mr. Cotiapo. We have not had much trouble under those circum- 
stances. We have been quite apart from the political developments 
of the country. We have dealt with the country as a government and 
have been successful in avoiding the disadvantages of being too closely 
allied with one faction. That has taken considerable care on the part 
of the local managers, and so forth. But I think on the whole our 
company and other large companies have learned quite a lot about 
how to conduct themselves. You cannot talk loosely about local situa- 
tions in private or in public. You have to be very careful not to med- 
dle with the domestic concerns of the country. 

Mr. Carnauan. But you do feel that the impact on the economy 


of the country has an impact on the government ? 
Mr. Cotuapo. Yes. 
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Chairman Ricuarps. Any other questions ? 

Doctor, thank you very much. We appreciate your very worth- 
while testimony, and are particularly concerned with your throat con- 
dition. 

Mr. Cotuapo. I did better than I expected. 

(Discussion off the record. ) 

Chairman Ricuarps. The committee stands adjourned until in the 
morning at 10 o’clock, and do not make it 10:45. We have some im- 
portant witnesses to hear. 

(Thereupon, at 4 p. m., the committee adjourned until Wednesday, 
November 28, 1956, at 10 a. m.) 
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WEDNESDAY, NOVEMBER 28, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON ForrigN AFFarrs, 
Washington, D.C. 

The committee met at 10:15 a. m., in room G-3, United States 

Capitol, Hon. James P. Richards (chairman) presiding. 
‘hairman Rircuarps. The committee will come to order, please. 

We have as our first witness this morning Dr. Roy Blough, professor 
of international business, Columbia University, and he will testify as 
an expert on this subject of aid to underdeveloped areas. 


STATEMENT OF DR. ROY BLOUGH, PROFESSOR OF INTERNA- 
TIONAL BUSINESS, GRADUATE SCHOOL OF BUSINESS, COLUMBIA 
UNIVERSITY 


(Formerly Principal Director, Department of Economic Affairs, 
United Nations; formerly Director of Tax Research, Treasury 
Department, 1938-46; assistant to the Secretary of the Treasury, 
194446 ; professor of economics and political science, University of 
Chicago, 1946-50; tax advisory mission to Turkish Government, 
1949; member, Council of Economic Advisers to the President, 
1950-52. Author: (with others) Facing the Tax Problem, 1937; 
Federal Taxing Process, 1952) 


Dr. Buovex. Thank you, Mr. Chairman. I would like to make clear 
in the beginning that, although in the past I have been associated with 
the United States Government and with the United Nations, at the 
present time I have no official connection with either. 

Chairman Ricuarps. You were connected with the Government in 
other capacities? 

Dr. Bioven. I have been coming to Washington in connection with 
Government work from time to time beginning in 1933, for various 
agencies. I was in the Treasury Department as Director of Tax 
Research from 1938 to 1946 and as an assistant to the Secretary of 
the Treasury from 1944 to 1946. That work brought me in close con- 
tact with the Committee on Ways and Means and the Senate Finance 
Committee. 

In 1950 I was appointed a member of the President’s Council of 
Economic Advisers and served in that capacity until I went to the 
United Nations in 1952 as Principal Director of the Department of 
Economic A ffairs. 

Today is the first time I have appeared before this very important 
committee, and I appreciate the invitation to testify on the subject of 
aid to underdeveloped areas. 
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Mr. Chairman, you sent me a list of important and, may I say, very 
difficult questions. With regard to some of these questions I would 
like to be excused from answering, as I have made no special study 
of the matters involved. With regard to other questions I will try 
to give you as objective an opinion as I can, based on experience and 
study. 

I have not prepared a written statement. With your permission, 
Mr. Chairman, I shall deal with the subject along a slightly different 
pattern of organization than is presented by the questions. No doubt 
you will take care of any omissions in your questions after the com- 
pletion of my original statement. 


DIFFERENCES AMONG COUNTRIES 


Whenever we consider the problem of the economic development of 
the less developed countries, we should always have in mind the differ- 
ences that exist among them. Some countries are only now emerging 
from a primitive tribal economy, while others are approaching a rela- 
tively high level of industrialization. With respect to cultural back- 
ground the countries differ widely among themselves and from the 
more highly industrialized countries. Religious backgrounds are very 
different. Some countries are tremendously overpopulated in relation 
to their resources while others are underpopulated. Political and 
social democracy of the type prevailing in thie country is entirely for- 


eign to the experience of many of the ‘Jess developed countries. 
Indeed, we must be careful in our use of words because the same term 
may mean rather different things in different countries. For example, 


the term “private enterprise” has a rather well-defined meaning for us 

in this country. We think of private enterprise as being not only 

efficient and highly productive, but also as having an organization and 

structure that are highly democratic, in which workers are humanely 

treated, and in which persons frequently rise from office boy or factory 
worker to president. 

We make a serious mistake if we assume that private enterprise 
in all parts of the world has the same qualities and characteristics that 
it has here. It is not duplicated anywhere else in the world and in 
some countries it is a very different sort of thing. Relationships of 
management to worker are different, and the mobility by which a 
person can rise from the ranks of the worker into the ranks of man- 
agement is completely absent in many cases. Attitudes toward com- 
petition and toward the consumer may be strikingly different. 

My point is that, while what I shall say will have to be more or less 
generalized, an accurate picture would require modifications for spe- 
cific countries and specific situations. 


NATURE OF ECONOMIC DEVELOPMENT 


Perhaps the most useful concept of economic development is that of 
rising levels of productivity—making use of resources, both human 
and natural, more effectively so as to enlarge production, thus per- 
mitting an increase in the lev ‘els of income and the standards of living. 

It is useful to recognize several different aspects of economic devel- 
opment. One aspect is agricultural development—increasing agri- 
cultural efficiency through new methods or technology, through greater 
capital investment, and in some situations through land reform. 
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Then, there is economic development achieved through the more 
effective use of the mineral resources of the country. Some countries 
have not even had a geological survey. Undoubtedly there are large 
quantities of minerals not yet discovered, let alone developed and 
exploited. 

Another major line of economic development is that of industrial- 
ization with special reference to the development of manufacturing. 
In the minds of the leaders in most of the less developed countries, 
industrialization seems to be considered the chief index or measure- 
ment of the extent of economic development. Therefore, the great 
ambition is to industrialize. 

It sometimes may seem to us misguided for underdeveloped coun- 
tries to seek to develop areas of land that are so ill-favored by nature 
that in the United States we would make no effort to develop them 
National boundaries are very important in this connection. In the 
United States we have a very large free-trade area, many kinds of 
resources, climatic variations, and so forth. Population can move 
around freely within the country and so can capital. It is better for us 
not to try and develop intensively some parts of the country that are 
not favored by nature. But if we can imagine a national boundary 
around individual States or regions, with no opportunity for people to 
move in and out freely, we can see how necessary it would be to develop 
even the ill-favored parts in order to give the people employment and a 
reasonable standard of living. 

We do not have a fully integrated international economy; rather, 
we have many national economies surrounded by barriers against the 
movement of peoples and goods. Under these circumstances economic 


development can be expected to proceed along lines that would not be 
appropriate in a truly international economy. 


THE NEED FOR ECONOMIC DEVELOPMENT 


Now, let me turn to the effects of economic development. You are 
interested, of course, chiefly in the effect on the United States but let 
us consider first the effects on the dev eloping country itself. 

There are some people who doubt the wisdom of economic develop- 
ment in certain countries, at least along lines of modern industry, 
because the cultural background and motivations do not seem to be 
consistent with modern industry. I understand that some anthro- 
pologists are reluctant to see these cultures undermined as they inevi- 
tably will be if there is industrial development. Moreover, any rapid 
change in culture brings internal confusion and social tensions, which 
may ‘result in politic al instability. Greater productivity may be a 
quieting force in a country but the process of economic development i is 
not a quieting one; it tends to be disruptive just as other important 
cultural changes are disruptive. 

On the other hand, we are faced w ith the simple fact that these 
countries almost have to develop. A major reason is growth of popu- 
lation. With rapid transportation and communication, disease 
spreads readily from one country to another: moreover humanitarian 
urges are strong. So the conquest of disease becomes a major national 
and international goal. Asa result, the death rate falls, the popula- 
tion increases and unless the country develops economically the level 
of living inevitably will go down. With rising populations economic 
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dévelopment is necessary to prevent retrogression. These countries 
will not willingly go back to high death rates and bad health condi- 
tions; and we would not want them to do so. We cannot turn back 
the clock that way. Eventually, such countries may reduce the rate of 
their population growth but reducing the general birthrate is easier 
said than done. 

The growth of population is by no means the only factor pressing 
countries to develop economically. Another force is that of imitation 
of the industrialized countries. Moreover, the underdeveloped coun- 
tries, which have always been poor, have for the first time become 
convinced that it is possible for them to have a higher level of living 
and to grow and develop like the industrial countries. 

So, I think it is inevitable that these countries will strive very hard 
to achieve economic development and that eventually they are going 
to succeed in developing whether or not we help them do so. How- 
ever, without help from the outside, economic development will take 
eT and being impatient, they may turn to other sources 

or aid. 

Motivation in the thinking of these countries is affected by several 
factors. I have mentioned one of these; namely, the conviction that 
they can develop and must develop economically. This conviction 
undoubtedly does not permeate the population from top to bottom. 
In many underdeveloped countries large portions of the population 
are not very much aware of what is going on in the world. Even 
among these people, however, there may be strong political and social 
forces at work. 

In the second place, these countries are strongly motivated by 
nationalism. In a world of national states the sense of nationalism 
is a natural one. It is a proper desire that one’s country shall grow 
and develop and have national prestige. To complicate matters, most 
of these countries are weak; because of their weakness they are very 
sensitive in matters that seem to involve national prestige, and very 
fearful of stronger nations. 

Many of these countries have just recently emerged from colonial- 
ism. They are fearful of political domination. Other countries are 
fearful of economic domination, and for this reason look with suspi- 
cion on private foreign investment, which they fear may bring with 
it undesirable aspects of economic domination. In many cases these 
political and economic fears are largely groundless, but they have a 
historical background that is all too real. 

In the third place, quite aside from previous colonialism and direct 
economic domination, a factor affecting the attitude of these countries 
is that they believe they have not had a fair deal in world markets. 
Many of them have entered into world trade through the sale of their 
raw material products. Their economic well-being and the possibility 
of their economic development are heavily dependent on the demand 
for and prices of these materials in world markets. Political leaders 
in these countries are prone to believe—and some of their economists 
have encouraged them in this belief—that the terms of trade for their 
national products not only have fluctuated widely—which can readily 
be demonstrated—but also have been unfairly low, which is arguable. 

Their argument is one that, I believe, will be familiar to you if you 
will recall the controversy in this country during the last generation 
over Federal aid to agriculture and to rural States, The argument is 
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that the cities constitute a kind of skimming machine which takes off 
the cream from agricultural products on their way to market and 
from the industrial products which are sent back to the country in 
payment. Rural communities have claimed that cities take this toll 
with the result that agricultural communities do not receive their 
fair share, and therefore are entitled to Federal aid. This argument 
with appropriate modifications is believed in many underdeveloped 
countries. I am not saying it is a sound argument, but it helps to 
explain how the people feel. 

In short, many countries believe they are entitled to a better eco- 
nomic break in the world than they have received in the past. Many 


of them have a chip on their shoulders, and perhaps we should not 
blame them too much for it. 


FACTORS REQUIRED FOR ECONOMIC DEVELOPMENT 


What is necessary to promote economic development? Capital has 
been given a lot of attention; obviously it is an important factor but 
it is by no means all that is necessary. Technology is needed, and 
engineering skills to apply technology. Another important need is 
for competent business management. Most of the less developed coun- 
tries are lacking in people who can manage industries successfully. 
Management does not look very difficult, perhaps, but good manage- 
ment is a difficult art. Over the past year or so I have been talking 
with businessmen about getting management into the less industrial- 
ized countries. It is not an easy problem to solve. 

Then, of course, political stability is important, as well as govern- 
mental policies that will promote and not retard economic develop- 
ment. In some countries the social institutions and cultural 
foundations of the country are not fully consistent with industrializa- 
tion. Another problem met in many countries is rapid inflation, which 
interferes with economic development. 

Getting fundamental changes made in governmental policies and 
in social institutions is something that we would often like to see. I 
am convinced that it is rarely possible to get much done by insisting 
on such changes as a condition for aid. I think it is a mistake to 
assume that the appropriate steps are not taken because the govern- 
ment is too stubborn or willful. Sometimes the need is not recognized 
and a greater educational effort is called for. Frequently strong 
political forces make it difficult for the government to adopt and carry 
out sounder policies. For the longer run, I am rather optimistic. 
Changes such as these have to take place gradually and in my opinion 
they will take place more quickly as economic development proceeds 
than if they are made a condition that must be met before economic 
development. begins. 

To return to the question of what factors are necessary to achieve 
economic development, I would like to stress the idea that development 
proceeds most soundly and most rapidly when it is an integrated de- 
velopment that involves agriculture, raw materials, and industry, 
together with sounder government, better administration, and neces- 
sary social changes. All of these things go together. 

If this analysis is correct it means that the relation of capital to 
economic development will vary from one country to another. A 





314 FOREIGN POLICY AND MUTUAL SECURITY 

certain amount of capital invested in one country will achieve a muc]l 
bigger result than in another country where the conditions for de- 
velopment are less favorable. 


EFFECTS ON THE UNITED STATES 


The effects of the economic development of other countries on the 
United States are of course a matter of vital importance to us. Is 
it in our interest to promote the economic development of other 
countries ? 

In dealing with this question I would like to distinguish the eco- 
nomic aspects from the political and national security aspects. Of 
course, they are basically tied together because if the national security 
is impaired our economy will be hard hit. But if we assume for the 
moment that the national security is being taken care of we can con- 
sider the impact of economic development abroad on the American 
economy. 

We have all seen, I am sure, references to situations in which the 
development of some industry in one of the less developed countries 
has had an adverse affect on a United States industry, by reducing the 
market for its products or in other ways. Thus, if we have been ship- 
ping textiles to a certain country and that country develops its own 
textile industry, our exports of textiles to it will be reduced and our 
textile manufacturers thereby injured. 

This, of course, is what happened to Great Britain in a very major 
way. The depression in the textile industry in Great Britain that 
began in the 1920’s resulted in large part because Britain was geared 
to sell textiles to countries that no longer needed to buy them. 

Now, Britain has made a readjustment to a very considerable extent 
and the old textile areas are now producing engineering products— 
machinery, heavy equipment, and the like, which the less-developed 
countries very much need and want. 

Economic development of other countries, in the same way, is likely 
to hurt some American industries. While this should be recognized 
it should not be overemphasized. In different stages of development 
countries buy different things. If many countries are developing but 
are at different stages, some will be increasing their purchases of a 
given product at the same time other countries are reducing their 

urchases. This is one reason why it is important for us that there 
e multilateral trade and convertible currrencies so that every country 
can buy from us whatever its currency. 

Thus while there undoubtedly are specific industries which will 
be adversely affected by economic development in the less-devel- 
oped countries, even for these industries the problem is not likely 
to be as serious as it might seem at first place, since as the various 
countries develop, demand from one country will increase at the same 
time demand from some other country is decreasing. 

Leaving aside these specific situations, if we look at the whole pic- 
ture, the economic development of these countries will, I believe, 
stimulate business with the United States and will increase the 
demands for our products. For one thing, of course, if it increases 
their national income, it will increase their demand for all kinds of 
goods. As they attained a higher level income they would be able 
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to buy from us greater amounts of goods, not only manufactured but 
also agricultural products, of which we have a surplus. Higher 
incomes in the less-developed countries mean more purchases abroad, 
assuming that foreign exchange is available. If these countries are 
not well adapted to produce the agricultural commodities that we 
want to sell, it would increase our sale of such commodities. In other 
countries agricultural development will mean that they will produce 
more of their needs, decreasing our markets, but, on balance, I should 
think economic development would increase our sales of agricultural 
products. 

As for manufactured products, I think it is perfectly clear that as 
economic development takes place the sales of our industrial products 
will rise. The countries where we have our best trade are not the 
underdeveloped countries; they are the industrial countries. A gen- 
eration ago there was great fear in this country that if Canada were 
developed economically, we would lose our markets in Canada. We are 
exporting more to Canada than we ever did. Our market has im- 
proved as Canadian industrialization has proceeded. 

Europe is a big market for us. The less developed countries are 
smaller markets. An examination of the figures indicate that as the 
level of per capita income in a country rises, the country imports a 
smaller percentage of its total consumption but a larger amount per 
capita and in total. 

So, I think that what would happen with the rapid economic de- 
velopment of these countries, would be that some of our industries 
might suffer on balance that others would benefit on balance, but that 
in the overall balance we are justified in anticipating that our business 
relations would be more beneficial to us as economic development in 
the world proceeded. 


EFFECT OF ECONOMIC DEVELOPMENT ON POLITICAL STABILITY 


As far as political and military security is concerned, that takes 
us into the matter of relations with the Soviet Union, which is indeed 
a very difficult problem. It seems clear that the less-developed coun- 
tries are very powerfully motivated to achieve economic development, 
that they suffer tremendous poverty, and that many of them lack basic 
democracy. 

They would prefer to develop along the lines of Western free democ- 
racy, rather than through a forced totalitarianism. 

For one thing, the leadership would undoubtedly change if they 
were taken over by communism and the present leaders would lose 
out. But, quite aside from that, I think in general they have been 
oriented toward the West and would rather continue along Western 
lines. However, the pressure for economic development is very strong, 
and if they do not develop at least enough so that there is hopefulness 
in the country that development will proceed further, I think there 
is a real danger that the apparently rapid development in the Soviet 
Union and in China would exert a very strong pull on them. 

Any idea that we shall have a nice, comfortable, free world if these 
countries will just develop rapidly, is, of course, not justified. As I 
indicated, economic development is a disturbing influence in many 
cases, and there will be difficulties and troubles under the best. of cir- 
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cumstances. However, I think the main, the really important goal is 
to keep them out of the hands of the Communists. Their anticipa- 
tion that they can develop at a reasonable rate of speed outside the 
Soviet bloc must be maintained if we are to achieve the goal. I be- 
lieve the situation will be dangerous if they do not see a reasonable hope 
of developing at.a reasonable speed along Western lines. 


SOURCES OF CAPITAL 


Now, about the capital going into these countries—if I am taking 
more time than the committee wishes, please interrupt me. 

Chairman Ricuarps. No, sir; go right ahead. 

Dr. Bioven. As far as capital is concerned, we have three general 
sources of capital. One is domestic capital. Generally speaking, every 
country in its economic development must supply most of the capital 
from domestic sources. Now, most of these countries are very poor, 
and it is very hard for the average man to a get a surplus above con- 
sumption. On the other hand, since income and wealth often are very 
unevenly distributed, a good deal of income and wealth could be mo- 
bilized for purposes of industry from the higher income groups. Un- 
fortunately, too much of that capital is sent to the United States 
and is invested in short-term securities in the New York market. We 
are inclined to ask why anyone should help these countries economically 
when their own people behave this way. That is a very natural reac- 
tion, but it does not help much. If we want private individuals there 
to bring home their capital to these countries, they must see opportuni- 
ties for using it profitably there in conditions of relative security. The 
development of their economies will lead to that result. 

Certainly, steps should be taken to develop capital markets in these 
countries as rapidly as possible, to encourage domestic saving and 
investment and to attract savings back from abroad. 

One of the problems in this field is that even when these countries 
develop—unless they develop rapidly—the pressure for increased con- 
sumption is likely to be so great that it is going to be hard to get addi- 
tional capital saved out of the higher income. There are methods by 
which business and Government can extract substantial parts of in- 
creased production for the saving which must be made but the pres- 
sure of popular demand for higher consumption presents a difficult 
problem. 


FOREIGN EXCHANGE AND PRIVATE INVESTMENT ABROAD 


Foreign exchange is also necessary and it is not produced by domestic 
saving. Even if a country had all the domestic saving that was neces- 
sary for economic development, it would not be able to develop indus- 
trially without foreign exchange to buy necessary capital goods from 
the United States and other industrial countries that manufacture in- 
dustrial machinery and equipment, 

Most of the foreign exchange of these countries is earned by selling 
their products abroad. This is one reason they say that if the indus- 
trial countries really want to be helpful to them, international action 
should be taken to prevent violent. fluctuations in the price of agricul- 
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tural and other raw materials which they sell and to assure favorable 
terms of trade for raw materials. 

That is an interesting and important problem, but the story is a long 
one and I shall not say anything about it here. 

Aside from the sale of products abroad, the foreign exchange of 
these countries must come from abroad either through } private foreign 
investments or through public grants and loans. The policy of the 
United States Government has been to encourage private foreign in- 
vestment. In fact, private foreign investment seems to be viewed as 
a sort of cure-all that makes it unnecessary to provide public loans 
and grants. 

To the extent that private foreign investments are made, they sup- 
ply capital and foreign exchange and make it less necessary to supply 
foreign exchange in other w ays such as buying more goods from abroad 
or making public grants and loans. However, private foreign invest- 
ment cannot be forced to go abroad. It must be attracted abroad. It 
is easy enough to paint so unfavorable a picture of conditions abroad 
that it would seem no private investor in his right mind would invest 
inmany of these countries. Yet a great many businesses have invested 
and are investing abroad, have good relations in the countries, and 
make considerably higher rates of return on their investments there 
than they do in the United States. 

Nevertheless, there are limits on the amount of foreign investment 
that will go abroad and there are limits in addition to the attitudes of 
American investors. Even if all the conditions were favorable for 
American firms going abroad insofar as the so-called climate of in- 
vestment is concerned, there would still be limitations on foreign in- 
vestment. 

One of these limitations is the future balance of payments. Invest- 
ment abroad is expected to bring back something from abroad later 
on in the form of income and possibly repatriation of capital. That 
means future foreign exchange problems. It is not enough that the 
money be raised in the foreign country; it must be transferred over 
here in dollars. 

That means the country must be earning or receiving dollars. 
Enough dollars must be going to those countries so that dividends can 
be paid and capital repatriated in dollars. 

In a way this eoibhest i is postponed by private foreign investment, 


but it is only postponed. Foreign investment can solve the foreign 
exchange problem for the present, but it can cause serious foreign- 
exchange problems in the future. An American company is not going 
to invest if it sees this danger in the future, and the foreign country 
itself is going to be very dubious about having investment come in be- 
yond the Sn foreign-exchange capacities of the country to 


service. One of the reasons why certain countries are rather re- 
strictive on the types of business that are permitted to come in is that 
they are afraid that their future potential of foreign exchange will 
be used up for industries which are unimportant to the country and 
they want to save that future potential for the most important indus- 
tries. 

Then, of course, we must recognize that no country wants to feel it is 
being developed too much by foreign industry ; there is always the fear 
of foreign domination which I mentioned before. 

84313—56——27 
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GOVERNMENTAL LOANS AND GRANTS 


Another form of capital is governmental grants and loans—inter- 
national public capital or investment. The United States might pro- 
vide such capital either directly or through an_ international 
organization. 

It is sometimes urged that such public investment competes with 
private foreign investment and would supplant it. There are in- 
stances in which that has happened, where public investment has 
developed a project that would otherwise have been developed by pri- 
vate investment. 

While this undoubtedly happens from time to time in individual 
cases, the important question is what the relationship is in general 
between international public and private investment. The answer, as 
I see it, is that public capital, far from competing with private foreign 
investment, commonly stimulates it and in some cases is necessary if 
private foreign investment is to take place. Public capital, domestic 
or international, must finance the social and economic base of a coun- 
try—a degree of literacy on the part of the people, a pure water 
supply, sewage disposal, the suppression of malaria and other diseases, 
improved transportation and roads, railroads and other transporta- 
tion facilities, and power, among other elements. 

Without at least a minimum of these, private foreign investment 
is not willing to come into the picture. This is especially true of 
smaller businesses, which could not finance such basic facilities, 

How are these economic and social foundations going to be laid? 
Not by private foreign investment. A possible exception is electric 
power, and even it raises difficult problems for private investment. If 
the project in question is hydroelectric, it might have to be on a bigger 
scale than would be immediately useful, or it might involve other 
features than power. In either case, the prospective return might be 
so low as to discourage private enterprise. Moreover, the size of the 
project might be too large for a private foreign company to under- 
take without concentrating its operations too much for its financial 
security. 

Moreover, the less industrialized countries have about the same atti- 
tude toward public utilities that we have in this country and, fortu- 
nately or unfortunately, have borrowed their philosophy and prac- 
tice of public utility regulation from the industrialized countries, 
including the appropriate rate of return. In a situation that is often 
inflationary, provision is not made for adequate rate adjustments, 
and utilities often find themselves in financial difficulties. This dis- 
courages further private investment in power. 

If the economic and social base for industry will not come about 
through private investment, it must come, if it is to come at all, 
through domestic public action, with or without help from public 
sources abroad. As the economic and social base becomes established, 
private industries will be more attracted to these countries and private 
foreign investment can be expected to increase. Supplying public 
capital for these purposes is one way in which we can encourage the 
flow of private investment to these countries. 
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LOANS VERSUS GRANTS—METHOD OF REPAYMENT 


Well, if we are going to provide public capital, should it be in the 
form of loans or of grants? As far as the ability of the countries to 
raise the money to meet reasonable interest and retire principal on 
long-term loans is concerned, I would think they could usually do so, 
although, naturally, it is easier for a country not to have to do so. 

But the problem in most of these countries is not so much that they 
could not impose the taxes or charge for the services and thus provide 
the local currency necessary to repay the loan; it is the problem of 
getting that currency into dollars. Thus the problem again is: 
Where are the dollars coming from? 

In selling agricultural surpluses abroad we are being paid in part 
with promises to pay in the future, not in dollars but in local cur- 
rencies. This suggests a possible middle way between grants and 
loans. We could make loans repayable in local currency. Much, 
perhaps all, of the disciplinary value of loans on the borrowers would 
be retained, while avoiding the problem of making it possible for them 
to earn from us, or otherwise get from us, the dollars with which to 
pay us. 

On the other hand, just what would we do with the local currencies? 
This is something the next generation would have to think about. 
We might reinvest the funds in the country. As far as our getting 
the dollars back is concerned, I suppose we would not be much more 
likely to get those loan dollars back than grant dollars. 

There is a substantial difference between loans and grants in the 
psychological effect which the financial transaction has on the coun- 
try receiving the funds, and this may be sufficiently important to 
suggest using loans for the most part. There are some kinds of proj- 
ects, however, where grants are indicated—projects that would not 
increase the taxable base fast enough to enable the country to repay 
out of economic growth. 

The question of whether we ought to put conditions on grants 
and loans is a difficult one to answer. Having already talked longer 
than I intended, let me outline very quickly my ideas on this matter. 


NO POLITICAL CONDITIONS ON AID 


As far as political conditions are concerned, I would say, froin 
everything I can see, the answer is “No.” Do not apply politica 
conditions. The national sensitivity of most countries is so great that 
political conditions will not be accepted but will boomerang. 

As far as the accounting and administrative conditions are con- 
cerned, I would say “Yes.” I can see no basis for objecting to our 
insistence that the money be spent for the projects and not diverted 
into the hands of somebody on the side. 

As far as economic policies are concerned, such as the encourage- 
ment of private enterprise, the decartelization of industry, sound 
fiscal policies, and so on, I believe it is better not to put rigorous 
provisions into the law but to accomplish as much as possible through 
negotiation, bringing to bear persuasion and encouragement. Na- 
tional sensitivity will react against arbitrary provisions, but through 
negotiation a good deal can be done. 
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Another reason against arbitrary provisions is that often one really 
does not know, looking at it from this end, what is sound for a country. 
There being such great diversity throughout the world, to try to write 
general legislation appropriate for all countries seems to me entirely 
impractical. 


USE OF INTERNATIONAL ORGANIZATIONS 


There is one last thing I want to touch on, and that is the use of 
international agencies for economic aid through grants or loans. Al- 
though the problem is a very delicate one, I think I should say some- 
thing about it, having seen the United Nations at work from the 
inside. 

By looking at only one aspect it is easy to argue against making 
any use of international agencies for distributing aid; and it is equally 
basy to argue that all aid should be through international agencies. 
The case for not putting anything through the international agencies 
rests on several grounds—that we keep control over the money, that 
we do not become involved with the Soviet Union, and that we are 
able to make sure that the money goes for what is needed, thus best 
promoting economic development. 

The case for using the international agencies exclusively or as the 
chief method also rests on several grounds. Our purpose presumably 
is economic development not a dubious gratitude. The attitudes of 
these countries are important. Their national pride is such that 
they do not like to receive money from individual countries. More- 
over, in some cases they are afraid of it. 


MULTILATERAL AID 


Tn one southeast Asian country in the summer of 1954, I found that 
United Nations technical assistance was much preferred to United 
States technical assistance. I was told there was resistance to re- 
ceiving United States technical assistance in some fields, for example, 
the geological survey. There was a belief in some quarters that in- 
formation collected in the course of certain technical assistance proj- 
ects had been used against Indonesian interests by the United States 
Government and there was fear that information might be turned over 
to United States private industries. I do not know if there were 
grounds for these beliefs, but the beliefs were there, if my information 
was correct. 

Because of the national sensitivities of countries I think they will 
accept conditions on aid more readily if those conditions are laid 
down by an international agency, than if by a single country. I 
think there is less disposition to resist international advice and re- 
strictions. 


WEIGHTED VOTING IN AN INTERNATIONAL AID PROGRAM 


On the other hand, there is the voting problem in international 
organizations. If you use a system of heavily weighted voting as in 
the International Bank, the question is: Will the underdeveloped coun- 
tries of the world feel they have a real international organization ? 
Many such countries seem to be very satisfied with the Bank and con- 
sider it a very good example of an international organization. 
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There are others which seem to feel that the weighted voting, the 
fact that the headquarters are in W ashington, the fact that United 
States citizens appear to predominate in the top staff, et cetera, mean 
that the bank is really an arm of the United States Government. 

Such an attitude might impair the acceptance of aid from an or- 
ganization having heavily weighted voting on the side of the suppliers 
of the funds. 

The United Nations also presents a voting problem: One national 
state, one vote, regardless of population, participation in world trade, 
national influence or anything else. 

I seriously doubt that an international organization with this voting 
arrangement will impose or administer conditions relating to economic 
policy, however, important such conditions might be for economic 
development. The problem of developing a procedure which will 
permit the countries from which the funds are going to come to have 
co alee able to say about the projects for which they are to be pent 
and to lay down conditions with respect to them has not, in my opinion, 
been successfully solved. This is the chief reason why I am doubtful 
about the workability of the so-called SUNFED, although I regret 
that the United States has taken an almost entirely negative attitude 
toward the whole idea of SUNFED rather than trying to devise a 
workable plan or substitute. 

If a method of weighted voting were devised for the channeling 
of funds through an international organization—say the United 
Nations—a voting method which at the same time would satisfy the 
underdeveloped countries that it was a truly international organiza- 
tion and therefore that they ought to accept conditions laid down by 
it, and which on the other hand would ile sure that necessary con- 
ditions were laid down and administered, then I think a very great 
deal could be said for the large-scale use of an international organiza- 
tion for the purpose. I do not feel that the problem has been ‘solved, 
but I certainly do not think it is appropriate to give up trying. 

Mr. Chairman, I apologize for spea Ring at such great ‘length, espe- 
cially since you have another witness. If there are any questions, I 
shall be happy to respond to them. 

Chairman Ricwarps. Yes, sir. Doctor, that was a very able state- 
ment and I want to thank you for it and thank you for coming down 
here. We will want to ask you a good many questions. 

Dr. Bioveu. That is all right. 

Chairman Ricwarps. Naturally, in the circumstances we are going 
to have to make our questions kind of to the point, and your answers 
the same, although many of the questions wil open up big areas for 
discussion, I am sure. If you can make your answers short we will 
be able to cet around to everyone. 

Dr. Bioven. I will tr ytodoit. If yousee I am not doing so, please 
remind me. 


NEED FOR CONTINUED ECONOMIC DEVELOPMENT PROGRAM 


Chairman Ricwarps. I want to ask 4 or 5 questions. 

I judge from what you say you feel there is still a need for and 
it is in the interest of the United States to continue a program for 
underdeveloped areas and appropriate money for it. 
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Dr. Broven. Yes, Mr. Chairman, I do. 

Chairman Ricwarps. Should it be more expensive than the one we 
now have? Should more money be put in it or less 

Dr. Bioucn. For the economic program for underdeveloped coun- 
tries I think there should be more money and not less. 


LOANS VERSUS GRANTS 


Chairman Ricwarps. If we have such a program should the empha- 
sis be placed on loans or grants? I am talking about the emphasis. 
I think there is a recognition that there is need for both, but on which 
should the emphasis be ? 

Dr. Buovex. I would say that de a somewhat on the size. The 
smaller the program the greater should be the « — isis on grants; the 
larger the program the more the emphasis should shift to loans. 


LONG-RANGE PROGRAMS 


Chairman Ricwarps. I will ask you another question about empha- 
sis. Should the emphasis be placed on long-range programs? 

Dr. Broven. I think so. 

Chairman Ricuarps. You think so? 

Dr. Bioueu. Yes, that is my view. 

Chairman Ricuarps. Mr. Chiperfield ? 

Mr. Currerrievp. Mr. Chairman. 

I enjoyed your statement very much. I thought it was very informa- 
tive. 

LOANS REPAID WITH RAW MATERIALS 


You spoke about making loans in this field, and the problems of 
exchange. Do you not feel in that field we could get critical materials 
and things of that kind. which we need, and could solve part of that 
problem ‘by getting things hw h we need from those countries, like 
the minerals, “oil or whatever thev have? Jn other words. I was trying 
to get away from the dollar yo of it and use the local currencies to 
buy something that we need. Do you not think there is a field there 
we could dev elop? 

Dr. Biroucnu. To the extent that these countries, at the time we wish 
to use the local currencies, have materials such as minerals, agricnl- 
tural products and so on which we want in ex "ess of the amounts ‘whic h 
we normally buy through ordinary channels of f trade—if we are going 
to destroy the ordin: ary channels ‘of trade we ioe ‘ously have not im- 
proved the situation—to that extent, if we need and are prepared 
to take them I would say “Yes.” this is a source of hope to us for 
receiving repayment of loans made to them. Unfortun: itely, there are 
some countries from which we cannot antic ipate receiving such ma- 
terials. 

Mr. Curperrretp. Thank you, Mr. Chairman. That is all. 

Chairman Ricuarps. Mr. Gordon ? 

Mr. Gorpon. Thank you, Mr. Chairman. I have no questions. 

Chairman Ricuarps. Mr. Vor ys? 

Mr. Vorys. I believe the chairman asked the questions I had in 
mind. 
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Chairman Ricwarps. Mr. Carnahan ? 

Mr. CarNnaHAN. There was a suggestion made that if we made 
either a grant or a loan to a country we were encouraging inflation 
within that country. 

Dr. Bioven. I did not mean to make that suggestion. 


USE OF SURPLUS COMMODITIES 


Mr. Carnanan. You did not make it, but there was a suggestion 
made. It was also suggested that to offset this tendency to inflation 
perhaps there should be supplied either agric ultural sur pluses or ma- 
terials for the market in that country to approximately the equivalent 
of the loan or the grant. Do you think that would have any merit? 

Dr. Bove. Mr. Chairman, I am afraid I cannot answer that ques- 
tion in a few words. 

Chairman Ricuarps. I understand. Go right ahead. 

Dr. Biroucu. The reason it can be argued “that giving a loan or a 
grant may stimulate inflation within a country is that if the loan or 
grant supplies the foreign exchange element for an economic de- 
velopment project—say a hydroelectric project—there will have to 
be a large local currency element also. In fact, most of the cost will 
have to come out of the local economy. The country must somehow 
get the funds and divert resources to the construction of the project. 
That may throw its budget out of balance; at least its economic budget. 
A result will be greater pressures of demand—inflationary pressures. 

Now, if some part of the grant or loan is in excess of the foreign 
exchange component, the country could use that part to buy consum- 
ers’ goods to help supply the domestic demand and reduce the infla- 
tionary pressure. Commonly, however, the grant or loan can be used 
only to provide the foreign exchange component. 

Now, if the country making the grant or loan—the United States— 
could see its way clear to provide agricultural products, for example, 
in sufficiently firm amount over a sufliciently long period of time, so 
that the receiving country could safely divert some of its labor and 
resources from agriculture to the economic development project, then 
I would say there is considerable merit in the proposal as a method of 
reducing inflation. 

If, on the other hand, the agricultural surplus comes in irregularly 
or sporadically and the receiving country has no way of counting on 
it, it could result in more confusion and trouble than help. 

But I can see no basis for any fixed relationship between the amount 
of the grant or the loan and the amount of agricultural surplus which 
would be desirable in the situation. The relative amounts would de- 
pend entirely on the circumstances. 

Mr. Carnanan. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Smith? 

Mr. Suiru. No questions, Mr. Chairman. 

Chairman Ricuarps. Mr. Zablocki? 


ADVANTAGES OF MULTILATERAL AID 


Mr. Zantocki. Mr. Chairman, my question was about SUNFED, 
and Dr. Blough has partly answered my question, saying it would be 
quite unwor kable as proposed. 











324 FOREIGN POLICY AND MUTUAL SECURITY 


However, Doctor, if the voting problem in the international organ- 
izations can be resolved, should our future emphasis be toward inter- 
national organizations or through international organizations? 

Dr. Broven. My own belief is that the advantages to us in avoid- 
ing ill will and fear and other adverse reactions would be of consider- 
able value to us. In addition to that, the fact that using an interna- 
tional organization helps pry money out of other countries to match 
our own is an advantage. I would say that, to the extent we were able 
to get an’ international or ganization which could adopt appropriate 
conditions for the selection of projects, the distribution of money, 
the application to the intended purposes, and sound economic policies— 
to the extent that you can get an international organization to take 
steps of that kind, you will find that those conditions are met more 
fully and more willingly than if the United States tries to impose 
them itself. 

For these reasons, if this problem can be solved my belief is that 
the United States should greatly increase the emphasis on the use of 
international organizations. 

I would like to see it increase that emphasis in any event, because 
with the technical assistance program there has been very little prob- 
lem arising out of the voting problem. My concern is with large loans 
or grants of capital. 

The Soviet bloc is of course a problem, but if the requirement is 
made that the funds contributed shall be convertible into currencies 
which the underdeveloped country wants to spend, so that it can 
spend the money where it wishes, the problem should not be serious. 
I believe this has been the experience with the expanded program of 
technical assistance. 

Mr. Zas.ocki. This isa bit removed, Mr. Chairman, from our study, 
but would Dr. Blough care to give his opinion as to what steps could 
be taken by our country to assist in a study to resolve the voting 
problem in international organizations? Should it be done by a com- 
mittee of Congress or some international body ? 

Dr. Broven. As you know, the maj rr center of resistance to the 
use of international organizations for the distribution of funds has 
been the United States Government. The United Kingdom and, if I 
remember correctly, France also have been opposed. 

Most of the other European countries have been much more kindly 
disposed toward the use of international organizations. 

The place where the changing of minds will have to take place is 
right in this country. That being the case, it seems to me that this 
country is the place where a study of this problem might best be made, 
by an appropriate agency. 

Mr. Zaniockt. Thank you. 

Chairman Ricnarps. Mr. Merrow? 

Mr. Merrow. Mr. Chairman. 


SOVIET FOREIGN ECONOMIC PENETRATION 


Doctor, would you comment on the extent of the effectiveness of 
the Soviet Union’s economic policies in these underdeveloped areas? 
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Dr. Bioven. I do not believe, sir, that I know enough about it to 
give you an answer which would be really helpful. T assume you 
are referring to the technical aid, barter agreements, and the like. 

My impression is that the results have been mixed, like our own. 
They seem to have fallen on their faces in some places, as in the Burma 
cement contract, and in other places their aid has worked out very 
well. But I really do not know enough to answer your question. 

Mr. Merrow. That is all, Mr. Chairman. 

Chairman Ricnarps. Mr. Burleson. 

Mr. Burtrson. No questions, Mr. Chairman. 

Chairman Ricwarps. Mr. Fulton. 


INTEGRATION OF VARIOUS FOREIGN AID PROGRAMS 


Mr. Funron. I liked your statement very much. We in Congress 
are always dealing with various departments in the United States 
Government which have their own policies abroad, set up in their 
individual departments. For example, we have our international dis- 
tribution of food either by sale or e grant, done through the Agri- 
culture Department, and possibly on a dump policy for surpluses, 
with little strategic overall foreign policy. For example, we have 
the Exxport- Import Bank as a separate agency and the Banking 
and Currency Committee. The Secretary of the Treasury, of course, 
is interested in the International Finance Corporation that is being 
set up. But there does not seem to be any way to tie these instruments 
of foreign policy together. Do you have any suggestion as to how we 
can put together the policy on the various instruments; for example, 
food, money, and grants and technical assistance and supplies of all 
kinds? How do you tie that together, in your estimation ? 

Dr. Bioven. I am more aware of the problem, sir, than I am of 
a solution. The problem impresses me as being at least as serious as 
you have stated it. About all I can say in mitigation is that it is 
not limited to this country and that even parliamentary governments 
have some problems of the same character, although perhaps they are 
not as serious. 

There are, of course, several parts of the problem, divergencies 
within the executive branch, divergencies between the executive and 
legislative branches, and divergencies in Congress among the congres- 
sional committees. 

My own belief is—and this may not be very palatable to Members of 
Congress—that there could and probably would be a great deal more 
unification of foreign policy at the executive end if it were not for 
the fragmentation of foreign policy at the congressional end. 

Mr. Fuuron. I believe that. That is what I am aiming at. 

Dr. Biovuau. The reason is you can set up interdepartmental com- 
mittees and national councils and other coordinating agencies and 
you can have the President trying to get his people in line, but when 
a committee of Congress tells a department. or agency of the executive 
branch of the Government to do something “or else,” then it is going to 
do it. Congress has more control over these activities by and lar ze 
than the President has in my judgment. That throws us back to the 
question: Is there some device by which the Congress itself can get 
a unified policy ? 
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You have tried a few things, of course. You have established the 
Joint Economic Committee, which is a step in the direction of looking 
at the whole picture. I am afraid I have no helpful ideas as to how 
this could be done in foreign affairs. 

Mr. Fuiron. We will not take the time now, but will you submit 
your ideas later for the record ? 

Mr. Carnanan. Will the gentleman yield? 

Mr. Fuuron. I yield. 


FOREIGN AFFAIRS ADVISORY BOARD 


Mr. Carnanan. I have some pending legislation attempting to 
deal with that, in the form of setting up an advisory bo ard in the 
executive branch of the Government to keep everybody advised. 
Have you thought of it, or have you any reaction to such a procedure? 

Mr. Fuuron. I did not know that. 

Dr. Biroueu. Yeu catch me without my having thought about this. 
I am not familiar with the proposal. It would seem that there ought 
to be sornerhiny to give better coordination in the field of foreign 
relations. Whether it needs to be a formal organization with con- 
gressional sanction—appointments with the advice and consent of the 
Senate and so on—is a more difficult question on which I would not 
want to pass judgment w ithout having studied the matter. 

But I wonder, sir, whether you are getting at, through this method, 
the basic problem which I mentioned before, namely, that there are 
different, even conflicting, interests exerting power through different 
committees of Congress. 

Mr. Carnanan. What I had in mind was having the correct in- 
formation together so that any committee of Congress would have it 
available when the »y got ready to make a recommendation. 

Dr. Broven. I see. This is to be an approach to the problem of 
facts and information. 

Mr. Carnauan. Yes. It is purely an informational board. 

Dr. Broven. On that I would rather not try to pass judgment, 
because it apparently involves the problem of the relation of the 
executive and the Congress with respect to what information can be 
withheld by the executive and what cannot. It is a very complicated 
problem and beyond my field of competence. 

Mr. Carnauan. Of course, lack of information raises a question 
for Members of Congress. If there is information we cannot have 
then we may of course vary in direction. 

Dr. Broven. Certainly IT recognize the problem is there. I would 
be interested in seeing the proposed legislation, but I am in no position 
to pass judgment. 

Mr. Currerrietp. Would the gentleman vield ? 

Mr. CarnauAan. Yes. 


PARLIAMENTARY APPROACH IN FOREIGN POLICY 


Mr. Cuiperrientp. This morning’s p: iper re ports there is a group of 
Congressmen in Paris who have stated that Congress—I do not know 
whether it was Congress or a particular group—was going to take 
over direction of foreign policy from now on because of the dissatis- 
faction of the French with the way foreign policy has been conducted. 
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Would you care to comment on that newspaper report ? 

Dr. Bioven. All I can say to that is that I have yet to see a work- 
able scheme for introducing the parliamentary approach into the 
United States Government, which is what seems to be suggested. 

Chairman Ricuarps. There is a document involved in that known 
as the Constitution; is there not ? 

Dr. Buoveu. Yes, sir. 

Chairman Rrcuarps. Mr. Hays? 


SUBSIDIARY OF INTERNATIONAL BANK FOR ECONOMIC AID 


Mr. Hays of Arkansas. Dr. Blough, I certainly share your views 
about your statement of the difficulties in connection with SUNFED, 
and also your statement that if we can whip the problem we do need 
this channeling of some of our aid through international agencies. I 
feel that there is a sense of urgency, however, on the part of some of 
these other countries, which perhaps should induce a more detailed 
study of it on our part, more than we have given it. 

In the U. N. we seem to have contented ourselves with a rather nega- 
tive attitude. ‘That distresses me some. 

I am going to read your statement very carefully again. I think 
you have put your finger on the crux of the problem. 

Is there anything in the pattern of the International Bank which 
would help us ¢ 

Dr. Bioven. I believe your suggestion has a good deal of merit: 
One objection has been that any organization tied to the International 
Bank will behave like a bank, which is not what is needed. I do not 
consider that objection well grounded. Another objection is that in 
practice the control of the bank is not “international” enough for the 
purpose but is too much an extension of the United States Treasury. 
I do not know if many people really believe that or if it is just a talking 
ee I believe we are likely to get farther by hitching this to the 
nank setup than in any other way, at least at the present time. Per- 
haps a workable approach would be the establishment of a subsidiary 
of the bank comparable to the International Finance Corporation, 
with a staff carefully selected to emphasize the international character 
of the organization. 

Mr. Hays of Arkansas. I thought, as you mentioned, the fact that 
we do draw from other countries funds with this new procedure, if it 
should become a reality, is a great asset. I was impressed with the 
enthusiasm of Belgium, for example, for the new agency. Belgium is 
a little country, but here they were laying money on the line. The 
Scandinavian countries are quite enthusiastic. If Britain and France 
would come in you will be getting help there to that extent and the 
American taxpayer is getting relief from a new source, 

I feel that greater emphasis might well be given to that. I wonder 
if you agree. 

Dr. Brover. Lagree with that. Perhaps the best thing to do would 
be to outa the name “SUNFED” because of past controversies, just 
drop that name completely and start fresh, preferably at the initiative 
of this country, which I think would be very desirable, an: wor king 
through a subsidiary of the bank. Whatever may be the ultimate 
desirable method of h: indling the problem, this looks like a practical 
way to start. 
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Mr. Hays of Arkansas. Thank you, sir. 

Chairman Ricuarps. Mrs. Church ? 

Mrs. Cuurcu. Just a comment; that we have missed the Doctor very 
much in Chicago. 

Dr. Broven. Thank you. 

Chairman Ricwarps. Mrs. Kelly? 

Mrs. Ketiy. No questions. 

Chairman Ricwarps. Mr. Prouty ? 


INVESTMENT GUARANTY PROGRAM 


Mr. Proury. Doctor, what is your attitude with respect to Federal 
guaranties. of American investments in these underdeveloped 
countries ¢ 

Dr. Bioven. I believe that guaranties relating to foreign exchange 
convertibility are clearly desirable. I certainly do not think this 
country should guarantee against ordinary business loss. With regard 
to guaranties relating to expropriation and war risks I have mixed 
feelings, but on the whole I believe they are appropriate and desirable 
and would help promote private investment abroad. 

Mr. Prouty. Thank you. 

Chairman Ricuarps. Mr. Donovan? 


FOREIGN INVESTMENT IN THE UNITED STATES 


Mr. Donovan. Would you care to mention by name, Doctor, the 
underdeveloped countries in which the local capitalists or leaders have 
large investments in the United States? 

Dr. Bioven. My impression on this subject is based partly on sta- 
tistics and partly on conversations, some of them of a confidential 
character. The statistics are old and deficient in some respects and 
are not very helpful. I think I would prefer to say only that the 
practice seems to be common in a good many countries, including, 
among others, various Latin American countries. 

Chairman Ricwarps. Mr. Selden? 

Mr. Sevpen. I have no questions, Mr. Chairman. 

Chairman Ricuarps. Doctor, thank you very much for your very 
fine testimony. It will be helpful to us. We appreciate your com- 
ing. We are sorry you missed your plane. 

Dr. Buovuen. Thank you very much. I wish to thank the com- 
mittee for your courtesy. 

Chairman Ricwarps. Our next witness is Dr. Cornelis W. de 
Kiewiet. Doctor, we appreciate your appearance. 

Dr. de Kiewiet is the president of the University of Rochester, 
Rochester, N. Y. He was formerly professor of modern European 
history, dean of College of Arts and Sciences, provost and acting 
president, 1949-51, of Cornell University; a member of the board 
of directors, Geor oe Eastman House, Lincoln- Rochester Trust Co.; 
on the Advisory Commission on Underdeveloped Areas, Mutual Se- 
curity Agency, 1950-52; and a member of the American Historical 
Association, American Council of Learned Societies; chairman of 
the board of directors, 1952-54, Council on Foreign Relations. 

Have you a prepared statement, sir! 
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STATEMENT OF DR. CORNELIS W. DE KIEWIET, PRESIDENT, 
UNIVERSITY OF ROCHESTER, ROCHESTER, N. Y. 


(Formerly professor of modern European history, dean of College of 
Arts and Sciences, provost and acting president, 1949-51, of Cornell 
University. Member of board of directors, George Eastman House, 
Lincoln-Rochester Trust Co.; on Advisory Commission on Under- 
developed Areas, MSA, 1950-52. Member, American Historical 
Association, American Council of Learned Societies (chairman of 
board of directors, 1952-54), Council on Foreign Relations) 


Dr. pe Koewter. Yes, sir; I do. 

Chairman Ricwarns. All right, sir. You may proceed. 

Dr. pe Ktewrer. May I point out, Mr. Chairman, that I am the 
president of a university, which keeps me very busy, and therefore I 
cannot claim that what I have to say is the result of the full-time 
consideration of the problems involved here. I have addressed my- 
self to the theme of colonialism and anticolonialism in American 
foreign policy and in vindication of that choice of emphasis I would 
like to explain to the committee that I have not spent all of my life 
in this country. I think my accent may perhaps betray that. 

I arrived in South Africa as a young child immediately after the 
Boer War. My father had been a prisoner of the British in the Boer 
War. Consequently there was in my family a tradition, a very em- 
phatic and perhaps even bitter tradition, of antiimperialist feeling 
and comment. Therefore it may surprise you somewhat that some 
of the things I say here do not reflect that very vivid early experience 
of mine. This is due to the fact that I have given a great deal of 
thought as a student of British colonial policy to the role which 
colonialism and anticolonialism have played. 

Since coming to this country in 1929 I have been very aware of the 
theme of anticolonialism and antiimperialism in American foreign 
policy. 

Chairman Ricuarps. Are you a naturalized citizen of the United 
States ? 

Dr. pe Kiewrer. I am; yes, sir. 


UNITED STATES FOREIGN POLICY—ITS VARIATIONS 


In foreign policy there are no simple solutions. The fact that we 
seem to move from crisis to crisis must not be made the measure of 
success or failure. The forces that produce these crises are to a large 
extent beyond our control. It is inevitable that much of the pattern 
of our foreign policy will be the result of our responses to situations 
which arise suddenly or in such a form that their implications cannot 
be immediately or fully grasped. Such words and phrases as ex- 
pediency, catch-as-catch-can, are natural descriptions of many aspects 
of our foreign policy. Nor should it be forgotten that our national 
self-interest is not uniform or consistent. Indeed, seen from outside, 
United States policy is so bewilderingly full of inconsistencies as 
sometimes to appear formless and hypocritical. An outstanding 
ambiguity or inconsistency can be seen between our traditional anti- 
colonialism and our close strategic alliance with the metropolitan 
powers, great Britain, France, and so on. 
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A great deal of our foreign policy is actually a sort of dissonant 
tune which we play on this wide keyboard. Obviously, few people 
are happy with the tune we play. Yet it is not necessary to go into 
any great deal of detail for it to ‘become evident that we cannot throw 
away the keyboards, and that, therefore, our foreign policy for the 
time being can only be a series of variations upon the often jarring 
themes of anticolonialism and the NATO alliance 


ACHIEVING A MORE ACCEPTABLE FOREIGN POLICY 


These comments leave uns inswered some very important questions. 
Must our foreign policy be no more than a haphazard dissonance ? 
The attractive and encouraging answer is that this need not be so. 
Then what are the conditions for this answer to be significant and 
acceptable? I believe we must find better means to demonstrate the 
honesty of our interest in the problem of the present and former 
colonial territories. At the same time that we take the steps intended 
to lead to the avoidance of war, we must deliberately seek ways of 
demonstrating the integrity of our belief in the right of backward 
areas to more of liberty and progress. The tragic events in the Mid- 
dle East have given us such an opportunity, and we were wise enough 
to take it. 

EFFECT OF BRITISH AND FRENCH ACTION IN SUEZ 


When. the British and the French deliberately left us in the dark 
about their plans to seize the Suez Canal, they acted out of character 
as allies and associates. Within the context of NATO, their conduct 
was shocking. Yet their conduct rendered the United States an im- 
portant service. It made clear by implication that Great Britain and 
France knew that the United States was out of sympathy with this 
return to the power diplomacy of the 19th century. Still more sig- 
nificantly, they provided us with a em ar opportunity for statements 
and expl: nations which went far beyond mere words, but gave a 
practical and convincing demonstration of our conviction about the 
faults of the colonial relationship. The conjunction of Russian 
actrocities in Hungary and the Anglo-French descent upon the Suez 
Canal gave us an especially advantageous position, since our hands, 
at least, in a relative sense, were clean. There may be some argument 
whether the Russian threat to send volunteers mi ade a greater impres- 
sion on the Arab world. It certainly was an excellent smokescreen 
to send up in front of their action in Budapest. But there can still 
be little doubt about the gain in American prestige and potential 
influence. 


SUPPORT OF STRONGEST COMMUNITY IN COLONIAL AREAS—ASSOCIATION 
WITH INDIA 


The foreign policy of the United States should continue to be alert 
for other opportunities for sympathetic and constructive association 
with what Mr. Bowles has called the rising tide of expectations in the 
non-Western World. This does not mean at all that the United States 
should at all times take an ideologically unqualified position against 
so-called colonialism. There is a trap here which must be avoided at 
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all costs. Some explanation of our tendency to fall into this trap will 
present ly be given. 

The op portunities for a sympathetic and constructive stand on colo- 
nial issues must be carefully chosen. Sometimes they will arise unex- 
pectedly, and we should the n be pane for them, not with a striden 
emotional display of partisanship, but with a thoughtful and well. 
informed awareness of the real benefits to be gained both by ourselves 
and the rest of the world. There may be occasions when it may be 
profitable to seek out such an opportunity and as a shrewdly calculated 
risk take a stand as a special item in our program of maintaining 
leadership in a changing world, and of revealing to the emergent 
peoples of Asia and Africa our dispos ition toward them. 

The end of World War II saw the creation of ° vacuum which was 
not promptly filled—as it had been in the past—by the principal vic- 
torious powers. The Br it ish withdrawal from India was the principal 
act in the creation of this vacuum, at least as far as the Middle East 
and the Indian Ocean are concerned. The United ‘States ruled itself 
out as the heir to power and opportunity in this area. The system of 
bases and treaties sponsored by the United States may be broadly inter- 
preted as an effort by the United States and her associates to prevent 
the entry of communism into this area. In this area our ‘policy has 
been a balanced policy in whic : we seek to prevent the disorderly col- 
lapse of the status quo yet look favorably upon the orderly development 
of self-governing and autonomous regimes within the area. 

There have been successes, largely owing to the acceptance of this 
principle by Great Britain. There have also been failures. Some of 
them have been due to our inability to keep C ommunist influence from 
breaking through into parts of this vacuum. A principal cause of diffi- 
culty has been the inability of peoples, groups, and governments within 
this area to agree on the arrangements and conditions where by prog- 
ress is to be made toward filling this vacuum with stabilized and viable 
states. The collapse of peace in the Middle East is only the worst and 
most dangerous instance of an imbalance that in various forms can be 
discerned all the way from South Africa through the Central African 
Federation, British Kast Africa, Nigeri: a, North Afr ica, and thence on 
to India itself. Where the divergencies in this vast area are as great 
as they really are, there can obviously be no one formula that can be 
applied to all situations. In practice, our foreign policy reactions 
are largely governed by the special context of the Gold Coast, South 
Africa, the Congo, and so on. Nonetheless it seems to me pro- 
foundly important to work for the closest possible association with 
the strongest community in this critical area. This means India. If 
the withdr: awal of British power from India was the single most im- 
portant act in creating this vast unstable vacuum (then it could be 
argued that the reaffirmation of strength, stability, influence, and lead- 
ership in the Indian peninsula must have the highest order of priority 
in the long-drawn-out postwar settlement. I am willing immediately 
to admit that great. problems are involved in a policy of close associa- 
tion with India. The benefits will have to be bought with some real 
sacrifices. I could fill my fountain pen several times to detail the ob- 
jections and cautions that will be expressed, principal amongst these 
being the bafllement of dealing with the inconsistencies, and sometimes 
the hy pocrisy and unconscious duplicity that underlie India’s neu- 
tralism. The long-term policy of confirming and enhancing the posi- 
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tion of an Indian democratic state calls for major consideration as one 
of the most considerable means of maintaining an advantageous posi- 
tion for ourselves within this vast unbalanced and unsettled area. 
There is a spokesmanship in this area that is more meaningful if it 
can come from India. This statement would be seriously incomplete 
if it were not made plain that what is said for India must for the 
same reasons and in the same terms be said for Pakistan. 


BALANCED FOLICY TOWARD COLONTALISM 


This has been a lengthy preamble to further statements on the four 
questions to which my attention has been principally drawn. The 
nature of my answers is foreshadowed by what I have already said. 
Colonialism is clearly a burning issue in our foreign relations. I do 
not believe that an attitude of unqualified and peremptory anti- 
colonialism is our answer. Yet this is a temptation to which we are 
constantly exposed by the interpretations which we have placed on our 
own history. Ours must continue to be a balanced policy, even though 
the components of the balance stand in an ambiguous and sometimes 
contradictory relationship to one another. A caution must be repeated 
against an excessive emphasis upon the ideology of anticolonialism. 
An excessive emphasis upon the ideology of anticolonialism makes us 
the allies of the Russians in that the filling of the vacuum becomes 
precipitate, disorderly, violent and infinitely prejudicial to ourselves. 
{deologically Russians and Americans are both anti-imperiaiist and 
anticolonial. Our real differences are those of procedure, objective, 
and timing. Our foreign policy must be the result of firm and well- 
informed convictions about procedures, goals and timing. Before 
commenting on these points I would like to say something about the 
relative weight to be given to our security interests and our anticolo- 
nial policies. The moment has come when some shift should be con- 
sidered. Both the opportunity and the need are greater today to 
devote increasing attention to the problems of the vacuum area for 
their own sake. Up to now the preponderant weight has been defi- 
nitely upon our security interests. Physically we give the impression 
of standing along the borders of this area facing communism and with 
our backs to the peoples and problems behind us. To put it in other 
words, our actions in this area have been very considerably influenced 
by considerations of strategy and security. When we go shopping we 
go shopping for strength for ourselves, so that our customers are not 
always sure about the bargain which they receive. The very consid- 
erable sums spent in Asia and Africa are often too clearly related to 
our defense efforts to buy us the prestige and influence to which we 
aspire. 

READJUSTMENT OF SOVIET IDEOLOGY AND POLICY 


It can be argued that Russia has entered upon a new phase in her 
own domestic and foreign policy. Forces of criticism, of reassessment, 
and readjustment have been unleased in Russia and in the satellite 
countries that still have a considerable course to run. I am bold 
enough to believe that we are beholding more than superficial shifts 
in the strategic system established by Russia after World War II. If 
ideas of greater self-direction continue to stir in the satellite states 
the security problem in Western Europe may and probably will become 
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Jess acute. But I also believe that we are probably beholding the be- 
ginning of a reinterpretation of the Russian revolution itself, a grow- 
ing awareness of the limitations of the assumptions made in the name 
of the revolution, with a consequent unsureness on the part of the 
Russians and their followers as to their course of domestic and inter- 
national action. ‘There is a considerable element of prediction in this 
statement together with some dependence on analogies drawn from 
the history of other revolutions. 


UNDERSTANDING MEANING OF COLONIALISM AND INDEPENDENCE 


If it is true that events within the Russian and satellite areas tend 
to increase our capacity for initiative we should use this initiative more 
considerably in behalf of the world’s backward areas. American pub- 
lic opinion must acquire a far more profound understanding than it 
often has of the meaning of colonialism, and of the implications of our 
anticolonial policy. We are far too prone to simplify the nature of 
colonialism, and therefore far too prone to propound superficial] 
solutions. a 

The glib recommendation is that when territories are dependent 
and peoples subject to foreign rule, the proper remedy for this condi- 
tion is independence, so that what is missing is nothing more than the 
right parliamentary statute or legal enactment. We reason on this 
superficial level because we ourselves have been often falsely taught 
that American independence was the outcome of a war and a declara- 


tion of independence. Superficially this was so. More profoundly 
this country was able to make its declaration of independence mean- 


ingful because it had the skills and experience to make it meaningful. 
Behind the declaration and documents were the lawyers, bankers, 
farmers, teachers, merchants who could successfully carry on the 
affairs of a modern state. This is the part of our own history that 
we must invoke when we address ourselves to issues of independence 
and emancipation in Asia and especially in Africa. If we do this we 
shall have to recognize that our general moral support for independ- 
ence must be practically qualified by the state of readiness and 
maturity in which a people or territory finds itself. At the present 
moment the idea of prompt independence for a number of areas is 
simply a recipe for chaos. 


CONDITIONS NECESSARY FOR ESTABLISHMENT OF NEW MODERN STATE 


There is much wisdom in the suggestions that the issues of colonial- 
ism and anticolonialism have become secondary issues. Since there 
is both spoken and unspoken agreement that the destiny of areas still 
under colonial control is more and more autonomy the attention of the 
United States should be more and more brought to bear upon the con- 
ditions necessary to insure the peaceful establishment of viable mod- 
ern states. Here we leave the area of primary strategic consideration, 
and enter the area where education, economic and social development 
become the matters of primary concern. 

We are not entitled to asume that the independence and/or devel- 
opment of underdeveloped countries will necessarily contribute to 
international peace and the security of the United States. We must 
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in fact assume that considerable economic changes will lead to consid- 
erable social and political changes. This is one ‘of the oldest lessons of 
history. The French Revolution is one of the classic illustrations of a 
great upheaval of which one of the principal causes was an improve- 
ment in the economic status of the French middle classes. The great 
unrest in South Africa among the native population is erroneously 
ascribed to oppression. The truth is that there has been great eco- 
nomic improve ment in the past gene rat ion, and it is this improvement 
which makes intolerable the refusal of the present regime to build 
upon it by further economic and soc iad concessions. Even some of the 
Mau Mau insurrection can be similarly explained, since it took place 
among some of the most advanced and westernized of the Kenya tribes. 


COMBATING SOVIET INFLUENCE IN COLONTAL AREAS 


Our problem is not the avoidance of unsettlement, but the direction 
which the unsettlement can take. We have to force ourselves, far 
more than we normally do, to see the world as an Arab or a Kikuyu. 
That he feels and will continue to feel great discontent we already 
know. We can be quite sure that he will continue to seek means of 
expressing his discontent, and the road to escape from it. The rise 
of Russi: 1, her success as a nation state, and her great propaganda 
efforts, present to the Arab or the Kikuyu and all like them, another 
alternative form of action to that presented by the West. 

The existence of the Russian alternative has immeasurably increased 
the potential and actual range of choice of any people intent on 
changing the conditions of their existence. In a paradoxical fashion 
Russia has given the non-Western World a sort of freedom of oppor- 
tunity it never had before. Here is the reason why our policy toward 
underdeveloped countries cannot be considered as apart from our de- 
termination to halt Soviet influence in the modern world. Here also is 
the reason why our economic assistance should pay the closest atten- 
tion to social and political developments. Here is ‘the reason why we 
cannot afford to limit our economic aid to military and strategic 
objectives alone. The state of mind of people, their “politic al trends 
are of the utmost importance. 


UNITED STATES ASSOCIATION WITH METROPOLES 


I feel more competent to discuss these issues in the various African 
territories. It is of the utmost importance that we work with the 
metropolitan powers, assuming, of course, that there is a basic agree- 
ment in principle between them and us on the trends to be followed and 
the final goals to be attained. As matters stand our influence can st1]] 
be most constructively employed in association with the metropolitan 
powers. They constitute part of the guaranty that developments will 
be orderly and within a western democratic framework. Any violent, 
rebellious, or revolutionary act of emancipation carries with it dan- 
gerous possibilities of hatred and repudiation. Incomparably the 
most important aspect of Indian independence was its constitutional 
and peaceful character. Without this the volume of grievance to be 
purged would have been far greater than it is. The repudiation of 
the invaluable democratic institutions and traditions left by the 
British world would have been one of the great disasters of modern 

times. 
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With the metropolitan powers we should do all we can to keep eco- 
nomic, social, and political developments in phase since one of the great 
hazards in all backward areas is a premature and nonviable political 
development. Every critic will have his own favorite list of obstacles 
to development, and the order in which he puts these will be as con- 
troversial as the old puzzle of the chicken and the egg. The African 
must become modern man. He has to undergo as much of the indus- 
trial and commercial revolution as he can, and as fast as he can. His 
economy must be brought into the system of world markets. Invest- 
ment should be directed tow: ard the deve ‘lopment of commodities that 
have the double qualification of being needed in the world market, and 
of being profitable enough to make contributions to capital formation. 
This puts a premium on mining and products for export. Africa 
ser lous! y lacks capital for investment in productive enterprise, and 
spending power for profitmaking activities such as education, health 
service, roads, ete. 


CONDITIONS TO ECONOMIC AID 


I belong to the ranks of those who believe that economic aid should 
not be the direct means of exercising diplomatic and military influ- 
ence. Close and careful study should be given to the relative merits of 
bilateral arrangements, regional multilateral arrangements, and more 
fully international organizations. There is much reason to believe that 
our economic aid policies should be flexible enough to permit us to use 
a variety of arrangements according to local conditions and special 
foreign policy problems. There are cases where bilateral arrange- 
ments clearly expose us to the accusation, real or fancied, of exercising 
undue pressure within a country or upon its external rel: tions. 
We have spent millions of dollars only to find that we have actually 
lessened our influence. 

We must learn to impose less of our own thinking on other societies. 
If our objective is to produce stable political entities we must pay 
more attention to what they consider their problems to be, and to 
what they want, since it is their consent and understanding, their 
experience, and their sense of achievement that finally count. I am 
advising, above all, a far greater relaxation of our policy of attaching 
military strings to economic aid, and more emphasis upon a policy 
of aid for the benefit of the rec ipient country itself. We must accept 
the fact of neutralism and recognize that it cannot be bribed or pushed 
into unpopular commitments. We must look upon the stability and 
development of the country as a goal in itself. This carries the con- 
clusion that we should pay particular attention to needs within single 
countries, and provide financing enough and for a period of time 
enough to secure definitive results. 
RECOMMENDATIONS FOR ECONOMIC 


DEVELOPMENT PROGRAM 





We have to face up to the fact that we need new machinery to take 
care of the great task of the development of underdeveloped areas, 
new machinery and revised principles and assumptions. In fact, the 
strongest of possible cases can be made for the advice that we refrain 
from | acting precipitately in the field of economic aid until we have 
achieved some clarity about principles and mechanisms. There seems 
to be widespread agreement that past procedures and experience are 
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useful but not sufficient. Here are some points that may be worthy of 
study. First an agreement in principle that in financial terms it is in 
the national interest to spend very much larger sums on development 
aid. I do not feel competent to identify sums except to say that we 
must be talking about billions and not millions. Secondly, a policy 
agreement that programs will be set up for significant periods of time, 
5 or 10 years. Thirdly and very important, that development pro- 
grams be given a status of far greater independence of the State 
Department and the armed services. 

One very valuable means of gaining time and opportunity for a 
really fresh consideration would be the creation of a new Cabinet 
office charged with the responsibility of formulating and pereeme 
a new set of prince iples and mechanisms for the management of a pro- 
grams of economic aid and development. Nothing would be more 
dam: iging than an excited crash program undertaken because we are 
alarmed and know that something must be done. 


INTERNATIONAL CHARACTER OF ECONOMIC AID ORGANIZATION 


I am quite sure that we should approach with an open and sympa- 
thetic mind new mechanisms having a multilateral and international 
character. Once we accept the principle that it is wise to give priority 
to the development of progressive and viable states it becomes less 
important to impose unilateral conditions. In the case of India the 
possibility of w orking through the agency of the Colombo plan should 
be studied. There seems significant evidence to suggest that the ver Vv 
business principles on which we set such store can be better applied 
by agencies that are not under the immediate influence of considera- 
tions of national, foreign, and military policies. Their decisions are 
less likely to be interpreted as those of a single government. It isa 
meaningful fact that we as a nation are not in a position to supply 
all the skilled and trained personnel needed for development programs 
spending between three and five billion dollars a year. While we need 
to make, by the way, considerable efforts to step up our own produc- 
tion of personnel for these programs and to make the condition of 
service more attractive, the skilled manpower pool from which eco- 
nomic development draws, needs to be more international in com- 
position. 

Gentlemen, this is all that I was able, with my busy schedule, to 
set down. Perhaps it does not touch some of the issues that you have 
in mind. Perhaps I have made historical points that are either well 
known to you or perhaps not acceptable. I very much welcome ques- 
tions along these lines. 

I would like to point out again I am not an international economist, 
I am a historian, and I have made part of my own educational task 
in this country an effort to bring greater attention to bear sympa- 
thetically oe the state of mind of the Asian and African territories. 
Our ability to survive asa nation is going to be more and more involved 
in the timing and direction their own developments take. 

I thank you for this opportunity to testify before your committee. 

Chairman Ricrarps. Doctor, I can honestly say that that is a very 
profound statement, and it shows a keen understanding of the prob- 
lems with which we are confronted here. 
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You made yourself so clear that I do not believe I am going to ask 
any questions, except this one: 


SEPARATION OF MILITARY AND ECONOMIC AID 


As you probably know, this Congress from year to year has had a 
foreign aid bill here, and last year there was twice as much of it for 
military aid as was provided for economic aid. 

Also, the military aid was always based on testimony introduced 
here by the military people that military aid to foreign nations was 
part and parcel of our own defense system. 

Some people think that military and economic aid ought to be kept 
together, and some think that the military part of it, being part and 
parcel of our defense, should be separate and should be considered by 
the Armed Services Committee. 

What do you think about that; or have you thought of it? 

Dr. pe Krewrer. Yes; I have thought of it. I would rather like 
to put my answer in these terms: I do not think I am competent to 
make any observation on whether or not this committee should take 
cognizance of testimony of this sort. It seems to me inevitable that 
this committee would have to have a very great deal of testimony 
presented to it from military sources and I hope it is at least a part 
answer to your question to reaffirm the great desirability of bringing 
about a greater separation between expenditures that have military 
objectives and expenditures that have the objective that we are trying 
to emphasize in this sort of statement. 

Chairman Ricwarps. Your suggestion is that we should find the 
best means to accomplish that here in Congress ? 

Dr. pe Kiewier. Yes, sir. With, perhaps, I think, the implication 
that a study might be undertaken of those expenditures under mili- 
tary control that are nonetheless very undoubtedly related to the prob- 
lems of these underdeveloped areas. 

Chairman Ricwarps. Are there any questions of the doctor? 

Mr. Vorys. As the chairman says, it is an extremely profound, 
almost encyclopedic paper which you have presented, and you have 
covered a great deal of territory. 


PROPOSED UNITED NATIONS ORGANIZATION FOR COLONIAL AREAS 


You mentioned the need for new machinery to cover the status of 
countries or areas which are somewhere in between colonialism and 
independence. 

As you know, the only machinery that the world has now is the 
trusteeship provision under the United Nations. 

Do you feel that device could be made more useful and effective and 
acceptable, both to the people who ought to be willing to relinquish 
their colonial power, and to the people who are just not ready for 
self-government ? 

Dr. pe Krewrer. Yes, sir; I do, sir. I think this very strongly, and 
I do feel, however, that a reformulation in that area would be 
necessary. 

I would like to suggest that attention be paid to the possibility of 
establishing a new agency, if you please, under the aegis of the United 
Nations organization, but a new agency that is the result of this recon- 
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sideration which I profoundly believe the United States would have 
to take the initiative in formulating, and to which I think United 
States thinking will have to make the major original contribution. 

I think it is obvious to us all that no matter how much other nations 
may share in this responsibility with us, the bulk of that responsibility 
inevitably would have to be our own as far as financial provisions 
are concerned. 

RELATIONS WITH METROPOLES 


Mr. Vorys. There is another thing on which I would like your 
comment, and that is the importance of our keeping in step with the 
metropolitan powers. The trouble has been that the metropolitan 
powers have been unwilling to let go when the time came for them to 
let go. Britain was unwilling to let go in 1776; France was unwilling 
to let go in Indochina; our committee was told that they had many 
opportunities to retain ‘Vietnam, north and south, within the frame- 
work of a French commonwealth or something, but they just were so 
sticky and so behind the times that they lost the whole business. It is 
bec oming apparent that they are going to do the same thing, it seems 
to me, in other parts of the world. 

How can we exercise a leadership in this field except by breaking 
once in a while with those powers, the way we are vgn now ? 

Dr. pk Krewrer. I agree with you completely. I think we have to 
break and I think I made the point that from time to time we have to 
choose situations and occasions where we are unambiguous about what 
our basic philosophical or historical attitudes are. I agree with you 
profoundly. 

As a matter of fact, I suggested a couple of points, and then I put 
them out because I was not sure I could defend them, but involving 
areas wherein the United States might, in order to create the proper 
impression, take a stand that is pretty clear. The two illustrations 
I had in mind were (1) Goa, where the Portuguese are trying to 
maintain themselves. This country cannot maintain its hold. It is 
completely wrong and nonsensical if you look at it in any sort of 
perspective. We should clarify our belief that this is a nonviable 
situation, and whether we do it openly or not, we should quietly 
express ourselves in favor of letting India have Goa. 


RACIAL PROBLEMS IN AFRICA AND ASIA 


I have thought of the possibility of the United States taking a 
stand on something where an immense amount of clarification would 
ensue. We could do that, and that is on the apartheid policies in 
the Union of South Africa. As a matter of fact, I have 3 or 4 pages 
of suggestions as to how that might be done. 

Mr. Furron. Would you put that into the record, because I was 
surprised that you did not comment on it. 

Dr. pe Kiewier. May I make one point? I think I am in a good 
position to insist upon this fact: Problems of race and culture are 
far more important in these areas—I am thinking of the large area 

including India—than sometimes we know, and that an assuagement 
or a clarification would come more readily if we took a clearer attitude 
than we do upon problems of race, and I would think that the Ameri- 
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can conscience is probably the basis from which we might approach 
this South African question. 

[t would be nonsensical in my judgment at least to use the un- 
qualified ideas of approach to that question by saying that the whites 
do not belong there; they are the colonial power, and therefore they 
should get out. 

This is the way in which I think we might create misunderstanding, 
hatred, confusion and perhaps even disaster. But, if it could be 
pointed out, whatever the mechanism and means were, that in this 
country the Constitution gives us an arrangement whereby progres- 
sive adjustments can be made between various groups then we are 
pointing to the real issue in my opinion in South Africa where you 
have had an expulsion of those races from under the constitution. 
This would not be in my judgment an interference in internal policies, 
but would be a historical lesson that we are entitled to talk about 
from within our own experience. Always have in view this one 
point—the great importance of India in this area. 

Implicitly India is going to enter into this area in one form or 
nnother. This is a prediction, but nonetheless I think it is a good 
one; and therefore, the provision of satisfaction for India on racial 
issues should be part of our foreign policy. 

Nationalism and the issue of race and color is one of the most 
burning and most difficult issues and one where no money needs to 
he spent, but where a clarification of American policy will, I think, 
win for us friends and understanding. 


GRADUAL WITHDRAWAL OF THE COLONIAL POWERS 


Mr. Vorys. Do you think that the colonial powers can be persuaded 
that it is to their ultimate best interest to find ways and means of 
backing out gradually and giving up their territories as we did volun- 
tarily and unilater ally in the Philippines? 

Dr. pE Kiewrer. Yes; I think theyecan. Asa matter of fact, I think 
it is correct to say that the British particularly have done so, and done 
so when it was not too late. I think their withdrawal from India 
might be considered by some as having been late, but the point is that 
it was not too late. I think this isa very important point to remember. 

When I traveled in Africa a few years ago there was an assumpti ion 
that became stronger as one moved farther aw ay from the Union of 
South Africa, that the British tenure was coming to an end, and a 
number of polici les, assumptions and arrangements were, as a matter 
of fact, tending in that particular direction. 

I would most emphatically say that this country should never give 
up its policies of advocating an end to these regimes. 


SELF-RULE BY GOLD COAST AND CENTRAL AFRICAN FEDERATION 


My difference, if there is a difference, would be on the precipitousness 
with which we act in given situations. For example, I would suggest 
that there is a great deal of information to be gained from watching 
two views in Africa, particularly, the Central African Federation, 
which is an experiment in multiracial cooperation, and the experiment 
on the Gold Coast where you have no multiracial implication. 

There is no greater psychological benefit, as a matter of fact, to be 
gained than would accrue to all of us if, for example, the Gold Coast 
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experiment were really successful. The last elections were, I think, 
a feather in the cap for those who favor the independence of the Gold 
Coast. 

We expected it to collapse, but apparently the elections went pretty 
well ; the ideas of parliamentary government were reasonably well sus- 
tained, and that is going to be a “satisfactory situation for some time 
to come. 

If one African state like the Gold Coast can prove over a 5- or 10- 
year period that it can continue to be successful, it will have a great 
effect upon the rest of the continent. 

I agree that we should always bring pressure to bear upon the 
British and French, and the Belgians, remembering, of course, that 
as far as the African situation is concerned, the British are the key, 
and not the French and the Belgians. 

For example, if you get more self-rule in territories under British 
control the rest will be put under pressure. As a matter of fact, 
there is evidence, I believe, of a stepping up of demands now within 
the Belgian Congo itself. 


INTERNATIONAL TRUSTEESHIP IN NEW GUINEA AND ALGERIA 


Mr. Vorys. One other example that occurs to me is New Guinea, 
which involves the Dutch and Indonesia. It seems to me that there 
is a place where the United Nations world trusteeship would work 
rather than an attempt to referee between the two colonial powers, one 
nearby and the other over in Europe. 

Do you not feel that some sort of international trusteeship is the 
answer, rather than attempting to referee between the two? 

Dr. pe Krewrer. I am very impressed by your comment because 
I have wondered whether, for example, certain other situations more 
burning in character might not be susceptible to the same sort of an 
approach. I think of the Algerian situation. 

Mr. Vorys. Thank you very much. 

Chairman Ricuarps. Mr. Gordon, did you have any questions ? 


UNITED STATES POLICY IN FRENCH NORTH AFRICA 


Mr. Gorvon. Doctor, would you comment specifically on the French 
metropolitan areas in North Africa? What should be our policy in 
regard to them? 

Dr. pe Kiewrer. That is an area in which I do not claim a great 
deal of expertness and any comments that I make I think are drawn 
somewhat from the existence of similar situations in the Union of 
South Africa, where you have a population of 2.25 million whites. 

The whole idea of an expulsion of this particular group is just 
inconceivable to them. Policies, of course, will be more and more 
influenced by that particular fact. You have a similar French ele- 
ment in French North Africa and, although the colonist looks upon 
himself as a Frenchman, to be sure, but also as a man who has invio- 
lable acquired rights in "Algeria itself. 

I think that the French have acted and delayed in Algeria in such 
a way that it no longer is going to be possible for them to insist upon 
the organic, lawful, constitutional incorporated role of Algeria in 
France itself. The French are deeply attached to this type of rela- 





POE AE TRIN al ct 





FOREIGN POLICY AND MUTUAL SECURITY 341 


tionship. They have had one failure, of course, in Asia, and I think 
they are headed for another failure as far as North Africa is concerned. 
The more controversial these questions become, as far as the Arabs 
are concerned, the less susceptible I think are they of solution in terms 
insisted upon by the French. I think some form of dissolution of 
the Algerian bond with France seems to be inevitable in the situ: ition, 
and this may be one of the places where an American pronouncement 
or the formulation of American policy could be very clarifying and 
very useful. 

1 do not know how to answer the question of the relations between 
the Frenchman, the Berber, and the local populations. 

Mr. Gorvon. Would that take in the Moroccans? 

Dr. pe Krewrer. You have a bigger concentration of Frenchmen 
in Algeria than in Morocco. There is still a search to be conducted 
if I could put it that way—for the proper governmental and constitu- 
tional formula. We could not, for example, surely envisage a policy 
asking for the separation of Algeria from France without finding 
some significant guaranties for those elements of the French popula- 
tion who would undertake to remain. 

This is why I was impressed by Mr. Vorys’ comment about an inter- 

nationalagency. I think supervision of such territories for a period of 
ew until a good political situation is established is very important. 

Mr. Gorvon. Thank you very much. 

Chairman Ricuarps. Do you have any questions, Mr. Merrow ? 


BRITISH POLICY IN CYPRUS 


Mr. Merrow. Do you feel that the French and British are late in 
moving out of Cyprus? 

Dr. pe Kiewrer. You can say “yes and no” to that, and be right 
on both counts. If you are impressed by the breakdown of the stra- 
tegic situation in the Mediterranean area, then, of course, there is a 

case to be made for the British remaining in Cyprus. There is a very 
strong case to be made on strategic grounds . 

There have to be, if we assume that there is a great menace of war 
in that area, staging areas and bases. Both America and Great Brit- 
ain are vitally interested in C yprus, and it is an exceedingly important 
staging area, obviously. 

From that point of view, I would say the answer is “No; they are 
not late; they are doing what they have to do in terms of strategic 
necessity.’ 

If, however, you dismiss that, and simply say the Cyprus problem 
is part of the great colonial problem, then I think the answer has to 
be qualified, and you might have to say “Yes; they are late.” How- 
ever, before you can say this unequivocally, ; you must have develo ved 
some governmental constitution to take care of the relations within 
Cyprus, and on this we have no agreement. I cannot say yes or no 
to that. My sympathies are for withdrawal in these sittations. 

Chairman Ricwarps. You have discussed it from the standpoint of 
a condition which exists and not as a theoretical matter ? 

Dr. pe Kiewret. Yes, sir. 

Chairman Ricuarps. Mr. Zablocki, do you have any questions? 
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IMPORTANCE OF INDIA VIS-A-VIS COMMUNIST CHINA 


Mr. Zastockt. Doctor, I was extremely interested in your comment 
on the importance of India and the need for close association with 
India. Among other reasons was the fact that India was a large dem- 
ocratic power. 

Now, China—I mean Red China—is a very large power, and prob- 

ably in the future may be the leading power in Asia. 

Could we have the benefit of your views as to what should be the 
{ — ‘States attitude on foreign policy toward that Government / 
ei : Krewier. I am going to take a detour there, sur, because once 

lin you are stating one of the difficult problems in modern times. 
he detour Lam rong to take is still | vy way of India. 

My own personal belief is that we are going to have to recognize 
ted China. I think this is something that we cannot avoid. What 
he formula of recognition is, therefore, seems to me more important 
han the recognition itself. I am saying something controversial, but 
i chan I have thought about it about as well as a man can who does 
not know China from the inside. This is one of the areas in which 
I think it might be—even though it might take a number of years— 
infinitely valuable for the United States and India to sit down and 
work out the formula and the procedures and the meaning of recogni- 
tion of Red China on the part of the United States, and equivalently 
the entry of Red China into the United Nations Organization. 

Mr. Fuuron. On what level ? 

ADMISSION OF COMMUNIST CHINA TO UNITED NATIONS 


T 
4 
+ 
{ 


Dr. pp Kiewier. I do not think I have faced up to that. I think the 
level will not be our choice necessarily. There is asked the question 
as to whether the level should be a substitution for Nationalist China. 

Mr. Fuuron. I was just asking how they would enter the United 
Baiene. 

Mrs. Ketiy. That is what I had in mind. 

Mr Furron. Would they replace present ¢ ‘hina ! How would they 
come in? Would it be on the Secur ity Council or into the General 
Assembly ? 

Mr. Zasiocki. Would it become one of the 5 powers? 

Dr. pr Krewrer. The answer would have to be “Yes.” You mighi 
have an intermediate stage. I doubt, from what I understand of 
Russia and Red Chinese policy, that they would accept any other 
approach, 

Mr. Zastockt. Would not that weaken our position in the United 
Nations if Red China remains closely associated with Soviet Russia ? 

Dr. pe Krewret. Yes; in a sense it might weaken our position. 

I am assuming, however, that this is ‘all part of somet ane that | 
myself am emphasizing and that is a far greater measure of leadership 
on the part of the United States in these backward and underdevel- 
oped areas. If we realized any success at all, it would be one of the 
great compensating factors in this total situation. 


ECONOMIC AID TO COMMUNIST CHINA 


Mr. Zasitock!. Then, let me pose the ahcetien as to China as an 
underdeveloped area as is India an underdeveloped area: What should 
our attitude be toward Red China in developing that country? 
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Dr. pp Kiewrer. I think our first assumption would have to be nega- 

tive. I do not see American public opinion, for example, at all ap- 
proving of a policy of sending significant funds in the direction of 
Red China at the present time. This might ultimately be wise policy. 
I do not need to remind you gentlemen in this area that we have m: ade 
equivalent decisions, at least, as far as one Communist state is con- 
cerned, Yugoslavia, and I believe I am correctly informed that there 
is a disposition in the Government to consider, for example, the possi- 
bility of economic aid in territories like Poland that have not aban- 
doned communism. However, I do not conceive this as a direct and 
immediate consequence, turning now to Red China and Red China’s 
entry into the United Nations organization. 

Mr. Zanvocktr. I believe you had intended to develop the method by 
which Red China could be handled by working on the matter with 
India. 

Would you care to continue that discussion ? 


INDIAN ROLE OF LEADERSHIP 


Dr. pe Kiewter. My emphasis is rather upon the association with 
India and the willingness on our part to allow to India a greater 
measure of significance and of leadership in an area in which we our- 
selves are not li ikely to enter as a primary power. 

We must bear in mind the tendency of people in that area to pay 
more attention to Indian initiative, Indian leadership, and Indian 
spokesmanship, which I consider is very important. We must under- 
take relative dissociation from Western Europe. I look upon this 
country as a country that has gone through successful stages in her 
association with Western Kurope. There was a point w hen we were 
intimately and completely associated with Western Europe. ‘Then 
we detached ourselves politically, but economically and strategically 
we could not yet detach ourselves from that European relationship. 
Our whole cultural and educational system depended upon England 
in the first place, and upon the c ultural influences that were developed 
both in the Mediterranean area and Western Europe. I believe the 
moment has come in our history when our association has to be more 
complete with the world as a whole. We no longer should consider 
ourselves as a projection, as we have considered ourselves implicitly 
for long generations, of Western Europe and the Mediterranean. It 
is time that we absorbed in our consciousness as a people more of the 
interests of those who have been thus far relatively unimportant in 
our thinking, and in our actions. As an educator—and this is per- 
haps the only qualification I have for making these comments—I 
believe profoundly that the American curriculum is now an insufli- 
cient curriculum because it is still too exclusively based upon experi- 
ence, upon the assumptions and points of view that found an original 
expression in Europe, particularly in Western Europe and the 
Mediterranean. 

This country has got to become intellectually worldwide and I bat- 
tle in my own institution all the time for more teaching of Indian 
economics, of Indian philosophy. Until we have within ourselves the 
ability to think as these people think, until we have some of that in- 
timacy and that ability to recognize how these people are thinking, 
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behaving, and acting, I do not think we will have the foreign policy 
that we need. 
Mr. Zasiockt. Thank you, si 


COMMUNIST AND NATIONALIST CHINA IN UNITED NATIONS 


Mr. Furron. I would like to ask one additional question with ref- 
erence to your thinking on the possible admission of Communist 
China into the United Nations. Would that mean that there would 
be 2 Chinas in the United Nations, or only 1? I would like to have 
you amplify your answer in that regard. 

Dr. pE Krewter. I think that there would have to be not two Chinas. 
You might h: ive C hina and Formosa in the United Nations. 

Mr. Furvon. In other words, both of them might be members of 
the U. N. It does not mean, necessarily, in your view, the substitution 
of one for the other? 

Dr. pr Krewrer. No, sir 


ASSOCIATION WITH COLONIAL PEOPLES OR METROPOLES 


Mr. Fuiron. The problem I would like to now revert to isthis: You 
have spoken about our bringing pressure on the colonial powers, such 
as France and Britain, in order to get them to recognize modern reali- 
ties when they are dealing with the colonies in order to give the col- 
onies more gradual self-government and independence. That brings 
up the question that we have had around this table from time to time 
as to whether the United States should deal through the powers such 
as France or Britain or should we deal with the individual dominions 
or the colonies themselves in our discussions of foreign aid and assist- 
ance. That was brought up in the case of Indochina in its relation 
to France. In the case of Britain the United States has already super- 
seded the ANZUS Pact of 1944, where Australia and New Zealand 
were united in self-defense. In 1951 the United States entered the 
ANZUS Pact where the United States is in with two dominions in a 
mutual defense pact, and Britain is not. 

Sl] ores we limit ourselves then to dealing with the top colonial 
powers, or because of your own experience with the dominions and 
colonies, as well as the United States Government, would you advise 
that the United States should go directly to these people ¢ 

Dr. pe Kiewrer. Sir, I think the distinction needs to be drawn be- 
tween the territories and the people you are talking about. To the 
best of my knowledge there is no objection at all in the British ar- 
rangements or in the Commonwealth ar ‘angements under the right 
circumstances for the United States and New Zealand and the United 
States and Australia—these are the Commonwealth nations—to enter 
very extensively into bilateral arrangements with one another. 

The answer would have to be different, for ex: ample in such a terri- 
tory as Tanganyika which after all is a mandated territory. 

T would feel that our access into this area, for example, would still 
have to be in very close association with the metropolitan powers, and 
the first approach, I think, would have to be by way of Downing Street. 

Mr. Fuuron. In what you would call the colonial areas, which 
might be described as areas under direct colonial and governmental 
control, and also the backward areas, the United States should then in 
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those instances go only through the governing power, or the colonial 
ower. But, for example, in Algeria, which is a department of 
‘rance—a metropolitan department, and is not a colony—would you 
have the United States deal directly? The United States did not 
deal directly with Indochina when the United States might have done 
something if that action had been taken. 

Dr. vr Dicsatoets You would have to weigh the consequences of your 
relations with France in that particular respect. In an effort to go 
directly to Algeria there would, of course, be, as I see it, an incitement 
to rebellion and an incitement to revolution, It really would be a 
declaration of hostility as far as the French are concerned. 

Mr. Fuuton. We saw the failure of United States policy in Indo- 
china because we were simply trying to put first our association with 
the metropolitan power, France. So, the question was, or is, in that 
conundrum: How does the United States break that Gordian knot? 

Dr. pe Kizwier. I think you have to do the best youcan. Of course, 
I am in favor of pronouncements on certain things. I do not think 
those who manage our foreign policy are quite as convinced that 
pronouncements on foreign policies are wise. 

As an historian, I think we in this country are going to have to 
admit that a nonviable relationship has finally been created, I think 
largely through French stupidity and this extraordinary unwilling- 
ness on the part of the French to forget their own past. The French 
are manifestly a nation that have never made an adjustment with 
modern times and illogically are clinging to the past. 

I have very considerable sympathy for your question and feel that 
our foreign policy, whether it expresses this openly or not, nonethe- 
less should begin to proceed on the assumption that this is a relation- 
ship that is going to have to be modified and modified in profound 
terms. Whether this entitles us at the moment to move in and act 
unilaterally with 1 would not know what form of government in Al- 
geria is a question I would hesitate to answer. It seems to me it could 
lead to a tremendous amount of misunderstanding. 


ASSOCIATION WITH SOVIET SATELLITES—RUSSIAN IMPERIALISM 


Mr. Fuuron. If the United States moves in, logically, to aid Poland 
or whatever government is there, which is a satellite or a colony of 
the Russian imperial power, then on the side of the free world why do 
we not do the same thing, under your view? Would you not be 
illogical ¢ 

Dr. pe Kiewrer. No, I do not think so. I think public opinion in 
this country and our policy as a whole has a more belligerent attitude 
and policy toward Russia to start off with. 

| would like to quarrel rather explicitly with your use of the word 
“imperialism” when you discuss these Russian relationships. I think 
this is one of our great mistakes. We use a word that many people 
misunderstand. You understand it and I understand it. We know 
exactly what is meant when we talk about Russian imperialism. In 
an American context the use of the word “imperialism” seems to be 
the right word, but I would like to assure you that one of the mistakes 
we make in the conduct of foreign policy is this semantic mistake of 
trying to get other people to see what we recognize as Russian im- 
perialism is imperialism in their terms. 
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In the mind of the Indian, in the mind of the Indonesian, in the mind 
of the Burmese, in the minds of all people to whom our words should 
be very meaningful the word “imperialism” is a preempted word. 
It has a set of meanings that was acquired in the 19th century. There 
is nothing we can do in talking about Russian imperialism that will 
convey the meaning we wish to convey. 

I am not quarreling with your intent. If you will excuse me for 
quarreling at all, mine is a quarrel with our unwisdom in using words 
that do not have meanings to other people they have to us. 

[ think I have run around your question a little bit, however. 

Mr. Furron. Thank you very much. 

Chairman Ricnarps. I would like to say, Doctor, I am sorry we are 
keeping you solong. You are the last witness. 

Dr. pe Krewrer. That is all right. Ihave the time. 

Chairman Ricwarps. T will say for the benefit of the committee I 
think we can finish before lunch, instead of coming back at 2: 30. 

Do you have any questions, Mr. Burleson ? 

Mr. Burirson. Mr. Chairman. I would like to ask the Doctor a 
brief question, and I am sure his response will be brief. 


POLICY OF LIBERATION 


What do you understand to be the meaning of our current policy 
of liberation ? 

Dr. pe Krewier. It depends on who says it. I have assailed in my 
paper the unqualified ideological statement that be ‘cause 5 people are’ 
under colonial rule therefore they should be free. That part of our 
policy I think is provocative. It is unrealistic. It does not get us 
where we want to get. 

Is that part of an answer to your question? I think that type of 
American pronounceme nt should be looked upon as meaningless. 

Mr. Burieson. Pardon me? As what? 

Dr. pe Kiewrer. I say that part of our pronouncement, that peoples 
if they are under supervision should immediately be free, I think is 
meaningless. I think we should always make that statement in terms 
of producing viable states. The principle is fine, but we have to 
identify procedures, timing, and political meanings. 

Mr. Burieson. And it does make a nice plat itude : you will agree to 
that? That is more or less what it is. 

Thank you very much. I fully agree. 

Mr. Funron. I believe that particular election is over. 

Chairman Ricwarps. Mrs. Church ? 


ARAB-ISRAELI PROBLEM 


Mrs. Cuurcn. I wonder if you, from the standpoint of an his- 
torian, would be willing to comment on the situation in Israel and 
our troubles in the Middle East. Have you a solution ? 

Dr. pp Kiewrer. There are solutions that are theoretical in charac- 
ter; therefore they are not solutions. If there were no Israel or if 
Israel had not been created then there would be no problem of this 
sort. 

I am not playing with what are deep emotional issues or saying 
anything funny about them. The only solution that would be a solu- 
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tion in the terms that would be meaningful to us—in other words, 
the elimination of the hatred and tension—would be if there had been 
no state of Israel or if it had been set up under circumstances that 
would have subjected it to very firm international control. 

All I am saying here is that in those terms there is no solution possi- 
ble. 

Therefore, I think we have to reconcile ourselves to the circum- 
stance that for a long period of time there is going to be no recon- 
ciliation on the part ‘of the Arabs. I do not see any reconciliation 
that is possible from an Arab point of view. 

I think we have one of those things we will have to live with and 
live with dangerously for more than a generation. 

Mrs. Cuurcn. Should we therefore not attempt to find a solution / 

Dr. p—E Krewrer. There are efforts at assuagement that could be most 
helpful. There are those who know that area so much better than I 
that I hesitate to say too much. They come back uniformly with the 
statement that if only we can do something with the Arab refugee 
problem and do something viable and lasting in that area, that w ‘ould 
be the beginning of assuagement. As long as you have some- 
thing around 1 million Arabs unsettled, with claims that cannot 
be satisfied, and with no alternative open to them, then I tisk you 
have one of the most burning causes of resentment. 

I am doing something here which I hope is not unacceptable to the 
committee. I think one of the things we have to do is to put ourselves 
as much as we can in the minds and places of those with whom we are 
not familiar. I think it is very easy for an American audience to think 
sympathetically and understandingly about the Israeli problem. We 
have spokesmen in this country who are very brilliant spokesmen. 

I feel, however, there also needs to be a greater awareness than we 
sometimes have of these unheard and deep resentments and irritations 
in the minds of those people whom we know less well—like the Arabs. 


UNITED STATES POSITION IN NEAR EAST 


Mrs. Cuurcn. It has seemed to me that the situation would in- 
crease in intensity and resentment the longer it went untreated, so I 
am quite discouraged, though I expected your answer. 

Dr. pe Krewrer. We have lost control in the area, unfortunately. 
I think one of the terrible consequences of the British invasion is 
that we are less in a position—thinking of the West, perhaps—we 
are less in a position now to exercise definitive leadership. I cannot 
assign any importance at the present time—because I do not know— 
as to what the Russian entry, if it is an entry, into Syria connotes. 
If it has any meaning at all it means we have lost more of our initia- 
tive than ever before in that particular area. 

Mrs. Cuurcu. Do you think that we could have let the British and 
the French proceed, and would it have been better if we had? 

Dr. pe Krewrer. No. I can understand the British point of view 
and sympathize most profoundly with it. I was in England this sum- 
mer. Iknow just how exacerbated their feelings were. I know how re- 
sentful they were and how much they were trying to argue from their 
own analogy of Munich, and so forth. But the great sinning of that 
particular episode can be told in two ways. We come back to colonial- 
ism and anticolonialism again. 
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INDIA’S ATTITUDE ON AN'TICOLONIALISM 


There had been a reduction of tension in this particular area and 
India had been responsible for a good deal of it. The Indians have 
been very constructive. They have taken some of the sting out of the 
anticolonia] argument, and now the British and French have re- 
charged that w hole word with all its virulence and all its passion and 
all its capacity to inflame people. 

I think this is the great mistake that was made. 


READJUSTMENT WITHIN SOVIET UNION-—SOVIET IMPERIALISM 


I attach a great deal of meaning to the possibility of great changes 
within Russia itself. This is a historical development that we have 
seen in history from time to time. The moment comes when all of the 
claims of a revolution begin to be reexamined, and they begin to be 
reexamined not merely by the opponents but by those within the 
system. There are the clearest signs of the sort of reexamination of the 
Russian revolution in all of its ideology and claims—clear signs that 
have begun in Russia and the satellite countries. 

I thought it was a great disservice at that particular moment for the 
charge of anticolonialism to be given a new lease on life, because it 
drew world attention away from what is happening in Russia. Ina 
sense we have given Russia a respite, an ideological respite she need 
not have had. 

I hope I am making myself clear. I think the slowness of the Indi- 
ans, for example, to express themselves on Hungary, is due to two cir- 
cumstances: One is their intense preoccupation with what was obvious 
to them, a new piece of colonialism or imperialism. 

Mr. Fuvron. Imperialism is the word. 

Dr. pe Krewret. Imperialism is the word; that is right, from their 
standpoint. 

Mr. Futron. That is what I mean. 

Dr. pe Krewrer. Secondly, we must never forget when an Indian 
evaluates the situation he looks for its racial and color elements too. 
The Hungarian is a white man, a European. You must not expect an 
Indian to be nearly as upset about something like the Hungarian crisis 
because his attention is first of all secured by problems w ithin colonial 
areas and where colored people and people who are racially close to 
him are concerned. Then, of course, his interest is intense and vivid. 

Chairman Ricwarps. Is there anything else, Mrs. Church? 

Mrs. Cuurcu. Thank you. 

Chairman Ricwarps. Mrs. Kelly? 

Mrs. Keuiy. Thank you, Mr. Chairman. 

Doctor, I do not know of any witness we have ever had before this 
committee whose testimony I have enjoyed more than yours today. 
Some of the things you said I may disagree with. However, your 
forthrightness in being positive or negative on issues I think has been 
very helpful to us. 


CLARIFICATION OF UNITED STATES POSITION ON COLONIALISM 


I would like to ask you if you feel, with the present situation in the 
world concerning England and France, that the time is now right to 
clarify what we should do on our colonial policy. 

Dr. pe Kiewrer. Yes. 





PRIN 


FOREIGN POLICY AND MUTUAL SECURITY 349 


Mrs. Ketiy. You do? 

Dr. pe Kiewier. Yes; I do. I think in a sense the British and the 
French have rendered us a service. I do not feel that we can ever dis- 
associate ourselves from intimate relations with them on many things. 
What has happened could not in my judgment be-a really permanent 
and widening breach between the British and the French—let us say 
the West and ourselves. There are all manner of reasons why that 
must be manifest. 

But in a sense we have suffered from this ambiguity of our position 
as related to the metropolitan powers and our so-called anticolonialism. 

I really do not like the word “anticolonialism”; there must be a 
better word for it. 

I think we should use constructively and carefully—not dramatieally 
and carelessly, but constructively and carefully—opportunities for 
speaking more clearly in the direction of, let us say, noncolonialism, or 
in favor, rather—and this is a better way to put it—in favor of peoples 
within the vacuum areas. I'think part of our study on foreign policy 
should go to the discernment of positions we can rather clearly and 
deliberately take if necessary in disassociation from the metropolitan 
powers. 


STATUS OF UNITED STATES INFLUENCE IN NEAR EAST 


Mrs. Ketzty. This is following up on Mrs. Church’s question: You 
feel that the resolution sponsored by the United Nations to force the 
withdrawal of the French and British from the Middie East area hurt 
us, or failed in its objective? If you say we have less influence there 
now than we had before, then that resolution failed in its objective, 
because was not the objective an establishment of our policy / 

Dr. pe Krewter. I think you have me in a cleft stick there. I will 
just have to try to answer that carefully. 

When I said that we have less influence I meant we have less influ- 
ence in the sort of context that was ours before the crisis, which was 
a context in which our association with the British and French was 
much more intimate. In that context I think we have definitely lost 
in influence. 

Added to that the fact that the Russians in a sense have established 
some sort of a beachhead—how important nobody will know for some 
time—in this particular area. This means that they are able to speak 
now as components in the problem. We have not been successful in 
keeping them out. However, I think our influence was obviously 
greater, in that we did speak in that resolution with India and against 
the British and French. 

Therefore, I think I have said two things that are not necessarily 
incompatible. I would say prospectively our influence and our ability 
to be heard and to be heard sympatheically has been increased by our 
stand on the British and French when they went into Suez. 

Mrs. Ketxry. That being so, which I assumed was what you meant, 
why could we not then in this position hope to achieve and force a 
solution in this area? 

Dr. pe Kiewret, Along what lines? I must, not ask you questions. 

Mrs. Ketiy. That is perfectly all right. Israel is there. We have 
established the principle that it 1s going to stay. 

Dr. pp Kiewrer. That is right. 

56——29 
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ECONOMIC AID ON LONG-RANGE BASIS 


Mrs. Ketity. Do you feel that we must on this overall picture plan 
long-range projects like the Aswan Dam, resettlement of refugees, no 
matter what it costs us or the United Nations? 

Dr. pe Kiewter. I am sorry; I was following another line of empha- 
sis. I was thinking rather in terms of political arrangements. If we 
are speaking, as I imagine we should be speaking, of economic aid, 
then most positively. Most positively. 

At one moment my own reaction was emotional, and I felt the best 
thing we could do was to reinstate the Aswan Dam project. I have 
thought it through since. I thought I was doing the thing I am cau- 
tioning against, doing something emotionally, because it might have 
a dramatic effect and influence. people. I think we should always 
keep businesslike and shrewd in these arrangements. I withdraw that 
as a present possibility, but nonetheless say: “Yes; by all means we 
should envisage forms of economic assistance comprehens sive enough 
in character so that they encompass all the problems involved.” 

For example, a form of assistance that excluded Israel I do not 
think is feasible or attractive. It has to be something that tries to 
speak for as much of the area as we can. It would have to include 
Kgypt, Israel, Jordan, Syria, if this is possible, Iraq, and so forth. 

Mrs. Kecxy. Thank you so much. 

Chairman Ricrarps. Mr. Donovan. 

Mr. Donovan. No questions, Mr. Chairman. 

Chairman Rrenarps. Mr. Prouty. 


LONG-RANGE ASPECT OF MIDDLE FAST PROBLEM 


Mr. Provury. Doctor, I think one of the things we are most con- 
cerned with, or should be, in this country and throughout the world, 
is to make it possible for history to be written in the future. I have 
had some reservations concerning our policy of opposition to the 
occupancy of Egypt by the British and French. Nasser is still a 
a lem and his prestige has been enhanced, apparently, by what has 

aken place recently. Unless some measure of stability can be estab- 
lished in the Middle East even through the use of force, if there is 
no alternative, the future could be very bleak. I think our own self- 
preservation is a major consideration i this question. 

Dr. pp Kaewrer. Sir, I would not quarrel with that. I think there 
is an order of reasoning that does lend to the conclusion I believe you 
suggest; that had we let the English and the French go ahead and 
had we acted in a way that was sympathetic, I think the consequences 
might have been for 10 years, at least some form of sti ibility. But 
[ cannot see how this is the long-term solution. It is the short-term 
solution, possibly, and it might be comfortable for us for a short 
period of time, but the whole tide historically is toward a review in 
these relationships. The British and the French and the Americans 
put together no longer have enough initiative, in my judgment, to be 
able to control! that tide for any serious length of time. I think we 
have to come to terms with history. In other words, we may not be 
able to write it all ourselves. 
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HERITAGE OF DEMOCRACY IN FORMER COLONIAL AREAS 


Mr. Provury : Now let me ask you this question: Would it be correct 
to suggest that in some of the underdeveloped countries which are 
no longer under colonial rule, governments are dominated by a rela- 
tively few wealthy families and, perhaps, some foreign economic 
interests 

Dr. pe Kiewier. Yes. 

Mr. Provry. How is that problem going to be resolved except 
through revolution within those countries / 

Dr. pe Kiewier. The answer sometimes may have to be revolution 
but not necessarily. Let us remember one thing about the British 
Government in India. As a democratic government it was nonethe- 
less a government by the elite; a government by a very few people 
whose contact with the mass of the people was seriously limited. The 
Indian Government that inherited British rule itself was also an elite 
and was taken from the very few who had intimate associations with 
the British. But there was a difference. That elite had a mandate 
to develop democracy. Ifowever one may look upon the imperfections 
of the Indian Government, I think the evidence is that this elite, these 
very few in India in terms of literacy and power, who could almost be 
looked upon as a governmental caste, nonetheless have had an in- 
fluence which is unifying and democratizing. The major steps, it 
seems to me, taken by the Indian Government are reassuring steps, so 
the conclusion I think need not necessarily be drawn that because you 
have a very few in a given situation they will perpetuate an oligarchy 
or dictatorship or something we would find in the long run to be 
politically and democratic ally unacceptable. 

Mr. Provury. I think what you say has been very true in the case of 
India, but it seems to me that in some of the underdeveloped countries 
the ruling influences are very well satisfied with the status quo. They 
do not want a change. 

Dr. pe Kirwirr. I would hazard this as a very loose statement, be- 
cause all it is isa prediction. I would hazard that that is a situation 
that inevitably will fall one way or the other. It will fall in a Com- 
munist direction or they will collapse and whatever is established will 
be more in our own direction. 


ABILITY OF SOVIETS TO SHOW QUICK RESULTS 


These are the situations, I think, where we must envisage alterna- 
tives. It may be, for ex cample, that you will get in a situation like 
that, a reaflirmation of power by the ‘controlling groups using Com- 
munist techniques or a breakdown of their power and a substitution 
of new power following Communist patterns. One of the things we 
should never forget, I think, ladies and gentlemen, is that the Com- 
munist state so far is a successful state. Some of the things that it 
has done in its industrialization are very impressive, looked at again 
from the point of view of the Asian or African. It is the industrializa- 
tion of a backward state that I think is perhaps the greatest claim that 
the Russians have to international attention, and those of us who ave 
fearful of what may happen in India and oe other areas should 
recognize that the short cut, swift method of getting some of these 
achievements is not demonstrated by the United States but by Russia, 
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and there are appeals in Russia that we ought to be very attentive to. 
Mr. Proutry. Thank you very much. 


APARTHEID 


Chairman Ricwarps. Doctor, Mr. Fulton wanted me to ask whether 
or not you could make available the statement on apartheid. It means 
something apart, I believe? 

Dr. pe Kipwrer. Apartness. 

Chairman Ricuwarps. Regarding South Africa. Have you that in 
such form 

Dr. pp Krewrer. Could I send it back ? 

Chairman Ricwarps. Could you submit it for the record? 

Dr. pe Kiewter. I would be happy to. 

Chairman Ricnarps. Have you that in such form here now that it 
could be submitted ? 

Dr. pe Krewrer. Well, I would like to edit it. I do have it. 

Chairman Ricwarps. Will you send it back for the record so that 
we can insert it? 

Mr. Fuuton. It would be very interesting, with your background. 

Dr. pe Ktewrer. Thank you. 

(The statement referred to above is as follows:) 





I am putting forward a suggestion. It is not a safe one and certainly not an 
easy one. Since my suggestion involves the racial policies of the Union of South 
Africa, I can perhaps claim to know a good deal about the dangers and complexi- 
ties of any American involvement in the relations between the peoples and races 
of a friendly and sovereign state. My suggestion is that the United States find 
the opportunity of making a measured and discriminating statement on some 
aspect of the apartheid policies of the Union of South Africa. I could use up 
several fillings of my fountain pen to describe the objection to any such move. 
Remember that we are talking about calculated risks. 

Let us look first at the purposes of such a statement. Those can be more 
simply and briefly stated than the many objections and hazards that must be 
met. The extreme and uncompromising segregation policies of the Union of South 
Africa have become the most notorious delinquency in the entire field of race 
relations. No society has set itself so challengingly athwart the main currents 
in the worldwide adjustment of race and color. Where few are free of fault this 
one society has gone beyond all others in making race and color the excuse for 
expulsion from the opportunities of modern life. If it is true, as indeed it is, 
that the greatest offense of the era of colonialism was the color bar and the 
stigma of racial inferiority, then an act of disassociation will make it clear that 
America in language once used by George Washington gives “to bigotry no 
sanction.” 

The manner of such a declaration would be very important. What I have called 
ideologically unqualified statements would be worse than useless. We could 
work up quite an emotional glow by demanding equal rights for all black men, 
er by demanding that the white man should leave the country to its rightful in- 
habitants. While this may sound like anticolonialism at its righteous best, it 
simply is not. Instead it would be a senseless, and dangerous provocation. But 
there is something that Americans can say very calmly, very realistically, very 
usefully. It is to point out the gross error of thrusting man from beneath the 
shelter of the constitution because of differences of race and color, the folly of 
bequeathing to the coming generation the burden of applying unequal laws to 
unequal men. We would not have to hide the incompleteness of our own achieve- 
ment, merely pointing out that the law and the constitution were so disposed as 
not to be the enemies of enlightenment, but permit us to invoke their powers when 
we are ready on behalf of any man and any group. The appeal here is to the 
great community to. whom the Bandung Conference drew the attention of the 
world. It is also an appeal to the reasonableness that exists in the mind of 
liberal South Africans, It invokes a proven principle of American history. 

It should be remembered that apartheid in South Africa constitutes one of the 
most serious grievances felt by modern India. Since each succeeding year demon- 
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strates that a cardinal principle of American foreign policy must be the search 
for closer cooperation with India a single pronouncement on a South African 
issue can be a meaningful act in Indian eyes. 

In contemplating any course of action men often stifle their will by first 
drawing up a list of objections. I have deliberately put my objections in the 
second place because I did not want them to get between me and our goal, in this 
case a quite simple one. To prove that I am quite aware of the objections I 
shall set some of them down, repeating however that when we are clear about our 
goals, objections fall into their proper place. The Suez Canal crisis reaffirms the 
high strategic importance of the Cape route. South Africa is a valuable source 
of uranium, and a good customer. In the event of war she would be an invaluable 
part of the western defense perimeter. Other Commonwealth nations might re- 
sent the principle of interference in a purely domestic issue. And to many our 
policy of equating western colonialism and Communist imperialism as was done 
in the House Resolution 149 of July 1955 is unsound. It irritates our western 
friends, bores our Communist antagonists, and fails to convince Asian and 
African opinion. 


Chairman Ricwarps. I wanted to say this: The last witness—and 
he was one of the best, I am sure you will agree—we have had was the 
19th witness to be heard by this committee. “Some of you were not able 
to be present for all of the sessions. All of the witnesses were men of 
background, training, and experience; and they were carefully 
screened and sorted, from the standpoint of the information they 
could give the committee, by the staff, before they came here. In 
addition to that, the staff has been doing long days of work, so I am 
hopeful that we may have something to ‘present to you which may be 
helpful to you and the Congress in the coming session. If you do not 
agree with it of course you do not have to agree, but maybe it will 
give some food for thought. 

Doctor, we appr eciate your coming. 

Dr. pe Krewrer. It is a great privilege. 

Chairman Ricrarps. The committee will stand adjourned. 

(Thereupon, at 1:45 p. m., the committee adjourned subject to the 
call of the chairman.) 
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